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1939 ends a ten-year period from the peak of the 
boom which culminated in 1929. 1940 ushers in the 


first year of a new decade. 


It would be wonderful if we could know what lies 
ahead; but since that is impossible,—we can deal with 
the known quantity of our own capacity which will en- 


able us to solve whatever problem there is to come—and 





to make every good opportunity count. With such re- 


solve, the world is still our oyster ! 


To you—our friends and subscribers—we wish the 
greatest happiness and prosperity,—and a full share in 


all the good things to come for all of us. 


PUBL HER 


The MAGAZINE of WALL STREET 














Nesmith Photo 


At this Christmas season American factories are pouring out goods more 
actively than in any December for many years back, with os : 
volume of durable goods notably sharp. As long as this lasts, 7 ; 
rosy—but any major upswing in durable goods output carries with i 
potential threat. See "Our Changed Economy" on page 278. 


THE MAGAZINE OF WALL STREET 


in inven 
So fa 
Primary 
few mor 
to the 
showed 
have ay 
the stee 














THE MAGAZINE OF WALL STREET 


C. G. Wycxorr, Publisher 


Laurance Stzrn, Managing Edéter 





Questions of the Day 


If a boom in our export trade comparable to that 


_in the last war were going to occur, would it not be 
Visible by now? 


Exports did gain more than seasonally in September 


/and October, with November probably an even better 
“month, but they were only up to the level of two years 
ago. Certainly the war boom talk would seem to run 
"the danger of being premature. But in August, 1914, a 
| sharp drop in exports occurred, in September the recov- 
" ery was only to the level of July, and not until December 
| did they rise above the mediocre level of the previous 
year. And that was a war that actually began to destroy 
| materials at a terrific pace from the start. This one 
» seems to gain momentum. The Allies may not throw 


their buying power into our industrial system as they 
did in the last war, but the figures of recent months still 
leave the question wide open. 


With production exceeding consumption, as we 
are told on every hand, where is the actual bulge 
in inventories to give evidence of the unbalance? 

So far all we can see is the process, not the results. 
Primary producers have lower stocks on hand than a 
few months ago; manufacturers’ inventories, according 
to the National Industrial Conference Board figures, 
showed only a nominal increase in October; retail stocks 
have apparently held level or declined. Customers of 
the steel makers are building up their inventories, but 


this is necessary and inevitable if they are to handle the 
larger quantity of work in process brought on by the 
gains in their business. Although the artery leading 
from raw materials to final consumption is considerably 
larger today than it was last spring, it displays no dan- 
gerous bulges as yet. After the industrial stream has 
held its increased flow long enough for the gain to be 
accepted as commonplace, there will be more chance of 
finding the dammed up points that sooner or later 
cause trouble. 


How and when will the conflict be solved between 
the statutory limit on Federal debt and the policy 
of deficit financing? 

The Administration has apparently not made up its 
mind about the method and the timing to be used in 
solving this problem. Total (direct) debt including im- 
minent increases in baby bonds amounts to about $42.5 
billions. The limit created by statute in 1917 is $45 
billions, but a technicality raises that somewhat, so that 
$3.1 billions or slightly more is left as potential borrow- 
ing leeway. The deficit between now and June 30th will 
depend greatly on two adjustables—the rate of appro- 
priations and spending, and the “take” in taxes. Chances 
for the latter to increase are more promising than for 
the former to decrease. At any rate, not enough of the 
borrowing limit will be left unused to carry through 
another year, barring a miracle in the way of economy 
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or some specially invented taxes. The question is 
whether Congress will get the problem of the immovable 
body and the irresistible force this spring or after elec- 
tions. Embarrassing as it must be to encourage emphasis 
in the headlines of the position at the end of eight New 
Deal years—and it will be emphasized by both Republi- 


cans and conservative Democrats—we prefer to belieye 
that the President will not allow the elections to infly. 
ence his timing. The issue will grow increasingly awk. 
ward, fiscally and politically, with each postponement, 
The country might as well decide now if the $45 billion 
milepost is to flash by or to trip the automatic brake. 








The Trend 


DIPLOMATIC GUNS ROAR... Headlines in the news- 
papers of a single day: — 

Italy Warns on Balkans . . . Turks Warn Papen to 
Stop Meddling . . . Italy Reaffirms Pact of Alliance 
with Germany . . . Rumania, Nervous About Russia, 
Torn by Anglo-Nazi Trade War... Arms to Finns from 
Italy, Germany, England . . . The Hague Retorts to 
Reich Protests . . . Spain Seeks Trade with Allies Again 
. . . Rumanians Rebuff Germany on Trade . . . Reich 
Hits Policies of States in North . . . Scandinavia Plans 
League Peace Step. 

It is as if invisible armies were silently deploying on 
a dozen fronts in the dead of night, sure neither of 
friends nor enemies. A struggle to the death is going on 
behind the scenes. Move and counter-move is shrouded 
in secrecy or revealed only by the lies and half-lies of 
propaganda. Especially in Germany and Russia the 
black-out of truth is complete. We can only guess as to 
their motives and coming moves. 

The one certainty is that each of the dictators—Hitler, 
Stalin and Mussolini—is intent only upon saving his own 
skin, and that their double-crossing of each other to date 
will be exceeded by the double-crosses still to come. 
Whether what is going on in the darkness of Europe’s 
great black-out will bring a peace of sorts by spring or 
a spread of active hostilities is literally anybody’s guess. 
Should there be a relatively early peace, Stalin would 
instantly find himself on the spot. If, instead, either a 
Russian or a German move should touch off explosion 
in the Balkans, Turkey and Italy could hardly remain 
neutral. The French and British would like nothing bet- 
ter than an active Balkan front and additional allies. 
Since both Hitler and Stalin know this each may pro- 
ceed with care and keep the world guessing. 


RECOVERY STILL LAGS .. . The Federal Reserve 
Board’s index of production reached 125 in November, 
equalling the 1929 high. Unfortunately, this figure is not 
nearly as impressive as it might seem on first glance. 
It simply measures production as a percentage of what 
it was for the 1923-1925 base period, without allowing 
for population growth since that period. Such an index 
could be raised to 200 or 300 by taking a base period 
fifty years ago but obviously would have scant relation- 
ship to the prosperity of the present population. 
Moreover, a production index is not the same thing as 
a business activity index, for business activity consists 


of Events 


not alone of production but also of distribution, trade 
and services. In a recovery period industrial production 
always tends to advance faster than aggregate economic 
activity. Indeed, the broadest measure of economic ac- 
tivity —the total national income —rises much more 
slowly than any of the familiar weekly or monthly busi- 
ness indexes for these necessarily rest on limited series 
of timely statistics. 

Recovery must continue for a considerable period of 
time and must be accompanied by a confident national 
psychology before it can spread through all the manifold 
activities by which some 48,000,000 gainfully occupied 
persons earn their livelihood. Only such a sustained 
recovery can restore a genuine national prosperity. Sharp 
industrial spurts such as that of September-November 
give longer hours of work to men and machines already 
employed but are accompanied by a substantial lag in 
the hiring of new employees and the buying of new 
machines. We will not be out of the woods until jobs 
are available for a minimum of some 6,000,000 employ- 
able persons now out of work. To absorb them would 
require a long sustained business activity at least 12 per 
cent above the average of 1929. 


ALLIED RESOURCES... The latest and undoubtedly 
the best estimate of British and French liquid resources 
potentially affecting us is that of the Federal Reserve 
Board in its December Bulletin. The totals at the end 
of August in millions of dollars were: United Kingdom 
—3,330, France—3,500, Canada—1,070, other British 
and French countries—540, grand total—8,440. (Ger- 
many’s assets of the same types amounted to $160 mil- 
lions.) When the annual gold production of the Allied 
territories is added, their resources reach the formidable 
sum of $9,190,000,000. This is roughly twice the size 
of the rather vaguely estimated liquid assets credited 
to them at the beginning of the last war; but then they 
had a borrowing power which they presumably no 
longer enjoy. 

Between the middle of 1914 and the end of 1918 
Europe sold us $2 billions of our own securities. When 
the present war began there were only $2.9 billions of 
American securities owned by foreigners in the whole 
world. England and France held less than a billion and 
controlled through their dominions and colonies $14 
billions. The threat of Allied dumping in the stock and 
bond markets is thus limited as to quantity as well as 
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modified by their buying intentions and holdings of dol- 
lar balances and gold. Another point to be considered is 
that American securities markets in 1914 were narrow In 
spite of their relative activity. Stocks and bonds listed 
on the New York Stock Exchange alone now have a 
market value of well over $90 billions. Twenty-five years 
ago the country needed all the capital it could lay hands 
on, but today unused credit is actually a problem. The 
Federal Reserve Board figures well illustrate the fact 
that the more one knows about a dreaded contingency 
the easier it is to stand up to it. 


REAL WAGES UP ... The purchasing power of the 
average wage worker in manufacturing industry is Now 
the highest in history, as measured by weekly earnings 
adjusted to the prevailing cost of liv- 
ing. The index of real weekly earnings 
compiled by the National Industrial 
Conference Board was 110 in October, 
as compared with 105 in September 
and previous record high of 107 in 
April, 1937. The average for 1929 is 
the base for the Conference Board 
series. As there has been slight change 
in the cost of living since October and 
a further rise in industrial payrolls, it 
is probable that the record October 
index of real wages has now been 
bettered. 

Wage workers in manufacturing in- 
dustries, however, constitute less than 
one-sixth of our gainfully occupied 
population. If the purchasing power 
theory advanced by the unions in seeking higher wages 
were valid, we would now be enjoying our greatest pros- 
perity. Actually gains in the real earnings of any limited 
segment of our population can be, and sometimes are, 
at the expense of more numerous elements and hence 
are not at all a stimulus to recovery. 


GROWING UTILITY BUDGETS... Public utility con- 
struction in the coming year is expected to reach the 
largest total since the depression, partly as a result of 
the higher ceiling of power demand indicated by events 
of the last few months. The record year was 1930 when 
the utilities cooperated with President Hoover in push- 
ing their plans ahead, and laid out a total of $920,000,000. 
The Edison Electric Institute has estimated that the 
average annual construction expenditure of private utili- 
ties during the eighteen years to 1938 was $554,000,000. 
Only recently, however, has the rate of construction been 
coming back to that level, with 1939 somewhat below it 
and 1940 apparently slated to surpass it by a comfort- 
able margin if nothing interferes with present plans. 
It should be noted in this matter of long term compari- 
sons that the building of the twenties was done at what 
proved to be inflated prices; a half-billion this year has 
meant a much larger amount of physical assets actually 
added. The virtual certainty that more generating out- 
put will be added to the nation’s system in 1940 than in 
a number of years past is one answer to the accusation 





that war would find us unprepared in this vital respect. 
Another is the record compiled by individual companies 
in meeting the needs of the sudden business spurt of 
early autumn. The power shortage, if any, is more likely 
to result from drought conditions in territories depend- 
ing upon hydro-electric generation than from a lack 
of equipment. 


THE TOTTERING GOLD STANDARD ... The Federal 
Reserve Bulletin for December lays the groundwork for 
a striking inference, although not completing the line of 
thought started. Discussing the changed status of Al- 
lied holdings of gold, cash and securities since 1914, the 
Bulletin goes on: “Finally there is a greater readiness to 
use gold reserves. The belligerent powers as a group 
emerged from the World War with con- 
siderably larger central gold reserves 
than they possessed at its beginning. 
While this was directly attributable to 
the return of gold coin from circulation, 
a considerable amount of which was, 
in fact, shipped abroad, it also reflected 
a desire to maintain gold reserves in 
preparation for an expected return to 
the gold standard after the war. In the 
present instance, however, none of the 
belligerents was on the gold standard at 
the outbreak of war, and the two hold- 
ing most gold took immediate action 
to make their entire gold reserves avail- 
able for international use. In Great 
Britain the gold holdings of the Bank 
of England were transferred in their 
except for a nominal amount of less than $1,- 





entirety 
000,000—to the Exchange Equalization Account, and the 
fiduciary note issue of the Bank was increased corres- 


pondingly. In France the requirements that the Bank 
of France maintain a gold reserve equivalent to 35 per 
cent of its total sight liabilities was suspended. The Ger- 
man Reichsbank has had no effective legal reserve re- 
quirement since 1931.” 

The “greater readiness to use gold reserves” is a fact 
which can not be disputed. Does it mean that there is 
no longer the same “desire to maintain gold reserves in 
preparation for an expected return to the gold standard 
after the war”? The possibility is evidently in the writ- 
er’s mind, and it is a disturbing one. The United States 
as the only gold-standard nation in the world a few years 
from now, owning practically all of the metal and sup- 
porting its value by its own bidding—that is a fantastic 
thought. If Europe actually does intend to spend its 
gold reserves and worry about the eventual form of its 
monetary standards later, our own alternative policies 
should be planned now. 


THE MARKET PROSPECT . . . Our most recent in- 
vestment advice will be found in the discussion of the 
prospective trend of the market on the next page. The 
counsel embodied in this feature should be considered in 
connection with all investment suggestions elsewhere 
in this issue. Monday, December 11, 1939. 
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The Wisest Market Policy Now 


The domestic and foreign factors are too uncertain to 


permit confident estimate and technical clues for or 
against major market advance remain indecisive. The 
odds appear to favor at least a year-end rally. 


BY A. T. MILLER 


iy can hardly be denied that in any attempt to ap- 
praise the outlook for the stock market and business ac- 
tivity the European war is the most dynamic and uncer- 
tain factor confronting us. 

Through its psychological influence on commodity 
prices and the attitude of business men as regards inven- 
tories, outbreak of war caused the heavy forward buying 
of September-October and the resultant sharp accelera- 
tion of the upward trend of industrial activity previously 
under way. 

On the one hand, investors and traders are now forced 
to wonder whether the present relatively high level of 
business activity can be long maintained without a fresh 
stimulus from war orders. On the other hand, quite 
apart from the economic picture, they cannot be sure 
that market rallies will not be stopped by foreign 
liquidation, especially from Great Britain. 

One man’s guess is just as good as another’s with re- 
spect to what may happen in Europe and how what hap- 
pens there ought to affect business and the stock market. 
In the press and on the radio there are many entertain- 
ing commentators telling us what is happening but no 
prophet who can tell us what will happen. It need hard- 
ly be said that in these pages we make no pretense of ad- 
vance knowledge as to what numbers will come up on 
the next roll in the European crap game. 

All of which is by way of emphasizing that it will be 
foolish to take a bull-headed position as to what this 
market can or cannot do over the near future, and that 
in shaping our opinions we are forced to rely in abnor- 
mal degree upon the market’s own technical indications. 
At present these indications are mildly favorable. How 
long they will remain so we do not know. 

Within the past fortnight the market sagged slightly 
under its previous autumn lows, failed to develop any 
significant momentum on the reaction and then came 
through with the best rally in several weeks. Spurt of 
more than 2 points in the industrial average on Wednes- 
day, December 6, was accompanied by brisk expansion 
of volume. Nominal dip toward the end of last week ap- 
peared of transient, technical character. 


On the evidence at this writing we think the recent 
average lows will not be broken any time soon—barring 
unpredictable shock in foreign events—and that last 
week’s average highs probably will be bettered. There 
is room for at least a moderate upswing before we en- 
counter the question whether advance will again be 
halted around the 156 level Dow-Jones by the combina- 
tion of foreign selling and domestic doubts. 

Commodity markets have provided substantial en- 
couragement for the stock market since our last pre- 
vious analysis was written. The spot price average at 
this writing has retraced approximately 30 per cent of 
the ground lost in reaction from September high to 
November low. The Dow-Jones futures index has re- 
covered 85 per cent of its total reaction from September 
high to low made in October. As the stock market's 
sharp advance after start of the war was substantially in- 
fluenced by commodity price trends, continuation of the 
recent secondary up trend would be very helpful. 

There is a seasonal precedent of many years standing 
which favors the market from now into January. The 
psychological factors accounting for the establishment of 
this precedent are obvious. Naturally, however, the tra- 
ditional year-end advance is not infallible, and in the 
years in which it has made its appearance on schedule its 
scope has varied considerably. 

The existing setting of relatively good earnings and 
dividends should tend to help the year-end precedent 
make good. Working to the same purpose is the long 
period of technical consolidation that the market has 
been going through during the past three months. And 
finally year-end rise may be a better than average bet 
because this year its psychological build-up has been 
quite tepid, with investors and speculators generally in @ 
“show me” mood. Cheerfully conceding that the Eu- 
ropean killjoys might spoil our holidays, the odds never- 
theless encourage us to stay on the hopeful side at this 
season. We shall be very much disappointed if Sants 
Claus fails to put anything at all in the market’s stocking. 

Looking farther ahead, it remains to be seen whether 
a dynamic new phase of the bull market—as distinct 
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fom a trading rally—is in the making. We are not in- 
dined to rely on war developments this winter as a help 
io the market. On the contrary, the question seems to 
pe whether our domestic economic outlook is sufficiently 
gvorable to support broad advance in stock prices de- 
pite the major uncertainties of the war and of the 1940 
political campaign. We cannot give a confident answer 
at this time. 

It is almost certain that some degree of reaction in 
business is not far ahead of us. The present evidence 
auggests it probably will be moderate. Judging by re- 
ent liberality in dividend, declarations, fourth quarter 
earings will be substantially larger than those of the 
third quarter. Moreover, we could have, say, a 10-point 


decline in the Reserve Board index in the first quarter 
and still average higher in business volume than in the 
quite active month of September. We could have such 
a “statistical decline” accompanied by earnings very close 
to those of the present quarter. 

On the other hand, earning power may remain at a 
discount in investment eyes and instead of either major 
advance or major decline the market may spend addi- 
tional weeks or months in a transitional phase of trad- 
ing range fluctuation. We had such a market from the 
summer of 1933 to the spring of 1935. When confronted 
by puzzling economic and political uncertainties, it some- 
times takes an extended period for conviction to crystal- 
lize. —Monday, December 11. 
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On the Eeonomiec War Fronts 






British Trade Battle. Some of the 
most vocal critics of the New Deal 
\ achieve the remarkable intellectual 

feat of classing the British Govern- 

ment as “conservative” while be- 
wailing the Roosevelt Administration’s “radical” cen- 
tralization of economic and monetary controls. We 
might better forget terms and look at facts. Britain 
greatly excelled us in centralized economic planning— 
which is nothing more or less than economic war—before 
this more active war began; and the British economy is 
now, of course, completely regimented. We shall in- 
creasingly feel the results of British monetary, price and 
trade controls. In the world of today our high and fixed 
price for gold is a boon of the first magnitude to the Brit- 
ish, a handicap to us in effective control of the foreign 
exchange value of the dollar, of our internal price level 
and of our foreign trade. Possibly we should do nothing 
about it for the present, considering all advantages to the 
British as worth the costs, since we desire them to win 
the war. But we might as well face the fact that our 
war trade with Britain is not going to be of boom pro- 
portions and that in other foreign markets she is going 
to be an increasingly formidable competitor. As inti- 
mated in Parliament, the next issuance of trade figures 
will show that her initial war decline in exports has al- 
ready been largely made up. Although Reuter’s United 
Kingdom price index has had a net advance of 19.8 per 
cent since August 31, against rise of 16.1 per cent here in 
Moody’s spot price index, this does not tell the story. 
With increasing effectiveness, England will set the price 
for her import commodities, export commodities and Em- 
pire-produced commodities—the latter including rubber, 
tin and others of considerable importance to our national 
pocketbook. 


Nice While It Lasts. Rumania is in the peculiar posi- 
tion of having the world’s most avid buyers literally 
clamoring for her export products. Germany needs them 
badly. The Allies could> do without them, but an in- 
tegral and vital part of their warfare is to buy up all 
possible supplies from neutrals whose geographical posi- 
tion makes them more or less immune to the Allied sea 
blockade. The present Rumanian Cabinet apparently 
leans to the Allied diplomatic orbit but for strategic rea- 
sons is forced to do business with both sides. It’s a 
booming business, but precarious to put it mildly. 
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Interpreting the News Behind the News 


for the Business Man and the Investor 


Oil Exports Disappoint. Oil and gasoline exports from 
this country have been one of the big disappointments 
so far in the war. There seems little doubt that 1939 has 
been poorer than 1938 in that respect. South American 
suppliers are doing better. The countries that could buy 
from us are well fixed for the present, while those like 
Germany, needing oil badly, can’t do anything about it. 
Rigid regulation of civilian use in the belligerent nations 
has also played its part, particularly in this stage of a war 
slow to reach full pace in the air and on Jand. 


Petsamo Means Nickel. One of the Russians’ first tar- 
gets in Finland was Petsamo, ice-free port on the Arctic, 
near the northern tip of the unfortunate country. Also 
unfortunate looms the ending to International Nickel’s 
venture with its Petsamo mine, presumably in the hands 
of the idealists who believe in sharing everything that’s 
yours if they can’t get it all for themselves. The Cana- 
dian company has sunk close to $7,000,000 into the mines, 
thirty miles southwest of their namesake harbor, with 
tunnels, shafts, shops, storehouses and a power plant 
scheduled for early completion. That would be 50c a 
share on Nickel’s common stock, but no one can know 
what future profits for the company or Finland have been 
lost. It was going to be a more important success for a 
country that needed industries and employment and 
taxes than for the concern that actually owned it. News 
reports conflict on its custodianship now, but the Ohioan 
manager has cabled that Canadian employees are on their 
way home. Russia needs nickel, has some deposits al- 
ready being worked, a la Russe, bunglingly, but has no 
machinery to complete this job. Years from now the 
ruins may be pointed out as one of the minor mementoes 
of the great march of isms. 


Canada's War Trade. The headlines say that Canada 
will pay heavily for her share in the present war, bearing 
a substantial part of the cost of the air fleet to be cre- 
ated. They forget to add, though, that all this money 
and a great deal more will be spent in the Dominion, 
building up her industrial capacity at a pace scarcely 
ever duplicated by this country. Some day Canada may 
be our most potent rival for certain sections of world 
trade, and this war will have moved the day nearer by 
decades. So far, however, her war time pickup in busi- 
ness has actually been less than our own. In due time 
the reverse will be the case. 


THE MAGAZINE OF WALL STREET 


Atlantic | 
American 
gcean sind 
to popula 
ynnecessa 
well as ql 
chance a 
twice Wee 
according 
happy to 
already bh 
schedules 
airmail te 
achieve 


Tough Ge 
gotten Wé 
ties. Jap 
health on 
and so fa 
lation. 
highest 1 
voted to 
duction i 
keep up 
down, ar 
the incre 
be effecti 
materials 
asked to 
of a micré 
they are | 
nese pric 
her fore 
January 

changes 

between 

expire ar 
tary hon 
from tha 
change o 
Japanese 
ests in C 


Australi 
land tha 
areas WI 
been im) 
tor vehic 
custome 


U.S. Pu 
by the ] 
substant 
formalit 
the Sea 
been ba 
Europe 
product 
able for 
hot ext 
Americ: 
will att 
these pi 








DECEM 









from 
lents 
D has 
rican 
buy 

like 
It it. 
tions 
war 


ld 








Atontic Air Transport. The ill wind has blown Pan 
American Airways across a good many extra miles of the 
pean since the war started. It might have taken years 
to popularize Atlantic air crossings. It seemed like an 
umecessary risk. But it has apparently become safer as 
yell as quicker to take a plane to Lisbon, rather than 
chance a mine or a submarine. Now flying to Portugal 
twice weekly, Pan American will soon make it six a week, 
according to president Trippe, “and I am particularly 
happy to report that American transatlantic service 
already has justified itself, for on all these additional 
schedules we expect to be able to carry any American 
jirmail tendered without a cent of subsidy cost.” This 
achievement has made history. 


Tough Going in Nippon. The for- 
gotten war is running into difficul- 
ties. Japan has gambled her fiscal 
health on aggrandizement in China, 
and so far has picked a poor specu- 
lation. The new budget is the 
highest in history, 64 per cent de- 
voted to military expenses. Pro- 
duction in many lines is unable to 
keep up with the program laid 
down, and there is doubt if even 
the increased appropriations will 
be effective in securing the needed 
materials. The people are being 
asked to sacrifice more and more 
ofa microscopic living standard and 
they are liking it less and less. Japa- 
nese prices are rising, complicating 
her foreign trade problem. On 
January 26, unless Washington 
changes its mind, the trade treaty 
between the U. S. and Japan will 
expire and be buried with full mili- 
tary honors. Any help we extend 
from that time on to Nippon in the way of foreign ex- 
change or scrap iron will be well learned. The reaction in 
Japanese military circles is to threaten American inter- 
ests in China with “less consideration” than in the past. 


Wide World Photo 
George Tatarescu, newly appointed Ruma- 


nian Premier, poet, 


Australia Joins the Trade War. Australia notifies Eng- 
land that from December 1 all imports from non-sterling 
areas will be subject to license, and that quotas have 
been imposed on some articles such as unassembled mo- 
tor vehicle chassis. Yankees always did find them tough 
customers. 


U.S. Pulp Benefits. Finnish pulp mills have been closed 
by the Russian invasion, and they were formerly rather 
substantial suppliers to the U.S. Closing the mills is a 
formality, however, since pulp skipments between all 
the Scandinavian countries and this continent have 
been badly disrupted. The direct result of the war in 
Europe is to give American pulp a boost in price and 
production. Using Southern timber, newly made avail- 
able for the purpose, there is no reason why we should 
not extend our own production to the point where 
American labor and American railroads—and so on— 
will attend to our own needs in full. If we buy less of 
these products, however, we'll probably sell less of others. 
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former Ambassador to 
and continuing good friend of France. 


South American Customers. War-created South Amer- 
ican customers are willing to buy from the U. S. but they 
find our terms difficult. (The terms are, in a word— 
cash.) Commercial attaches coming home for discus- 
sions are laying this obstacle right out in the open. Gov- 
ernment loans to build up trade to the south are still 
political dynamite but may be pushed further in the at- 
tempt to get it started. 


Bleak Christmas. Imagine New York under these con- 
ditions—a large part of the population has been sudden- 
ly evacuated; apartments are left vacant with no rent 
coming in, but taxes and interest continuing; shop- 
keepers not only have to close in 
the afternoon when the blackout 
begins, but lack most of their regu- 
lar or transient customers, while 
still paying rent; lawyers and doc- 
tors and dentists sit around with no 
patients; all the public services 
function for a city so comparatively 
empty that it would give out a hol- 
low sound if bombed. That is Lon- 
don and the situation is one of 
the most trying England has to 
bear. It can’t be a merry Christ- 
mas in London and it will be worse 
in Berlin where, by official order, 
presents will be confined to items 
like pottery and china, bringing 
joy not even to the shopkeepers 
who know that as they sell the 
things they are allowed to sell they 
are putting themselves out of busi- 
ness, since their stocks can rarely 
be replaced. The thought of sons 
and husbands off bullet-stopping 
somewhere is devastating any day 
in the year, but an ersatz Christ- 
mas must be the last poignant straw. 


Britain Needs Steel. “Britain cancels tariff on iron and 
steel imports.” The significant items like this rarely get 
their proper attention in this country. England had been 
expected to rush in for large supplies of American steel 
products, but disappointed us. Now she is going about 
the process of admitting that she will need them if the 
war continues for very long, and she is quite naturally 
omitting trumpets in proclaiming herself a potential 
buyer. The 10 per cent duty on iron and steel is not 
being ended because the British treasury finds no need 
for the receipts. 


Our Tin Supplies. One possible effect of the war would 
be to shut off our tin supplies. If not that, we might at 
least find the price going against us if England found it 
necessary to put the screws on in order to strengthen her 
own resources. Now two companies—American Metal 


and Phelps Dodge—are going ahead with plants to smelt 
Bolivian ore in this country. The enterprise is small 
in relation to the nation’s needs and to the other interests 
of these two corporations, but something may be starting 
because of this war that will be important long after the 
battles retire into history books. 
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; was when those old school chums, supply and 
demand, were on much better terms than they are today. 
Working in close harmony, they determined between 
them the prices of goods men buy and sell. But that 
was long ago and many things have come between them 
since—things like tariffs, cartels, currency devaluations, 
price and wage maintenance laws, ploughed under crops 
and the blood of innocent Kittle pigs. 

It could not have been easy, even in those bygone days, 
to forecast the course of commodity prices. It is in- 
finitely more difficult now. 

Take the case of steel, base metal of industry. In the 
past few months the cost of every material that goes 
into it has soared, wage rates of mill workers are the 
highest in history, order books are full to overflowing 
and buyers are clamoring for delivery. What’s the an- 
swer to that one? Adam Smith would have had it on the 
tip of his tongue—higher prices—but the same reply to- 
day would send you to the foot of your economics class. 

For Hollywood to the contrary, Mr. Smith never went 
to Washington. He did not reckon with the TNEC or 
with publicity-wise steel makers anxious to avoid even 
the slightest semblance of war profiteering. In fact, he 
did not forsee war itself in its modern totalitarian form. 
And war, particularly economic war, is of course the big- 
gest controlling factor in the present commodity picture. 

As the chart on page 273 clearly shows, the reaction of 
commodities in general to the 
outbreak of war in 1939 has been 
strikingly similar to the pattern 
traced in the early months of 
war in 1914. In each case, values 
skyrocketed with the beginning 
of hostilities, sharply reversing 
earlier downward trends that 
had been under way for many 
months. In both instances, the 
upmoves were precipitous and 
relatively short-lived, though 
somewhat more so this time than 
twenty-five years ago. Current- 
ly, however, price gains on the 
whole have been better main- 
tained than in 1914 when the in- 
dex slumped back to nearly its 
former level and remained there 
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y Will the War Rise Be Resumed? 


The Enigma of Commodity Prices 


BY JOHN D. C. WELDON 


until the beginning of the long and spectacular rise from 
late 1915 to mid-1920. 

Needless to say, the broad index shown in the chart 
(comprising over 800 commodities) by no means tells 
the whole story. In the general forward movement of 
the last few months, raw materials advanced much more 
rapidly than finished goods—just the reverse, incidental- 
ly, of what occurred a quarter century ago. And there 
has been considerable variation, of course, in extent 
and duration of the rise among the principal commodity 
subgroups. Household furnishings, fuel and lighting ma- 
terials have scarcely moved at all in comparison with 
farm products, textiles and metals. Again, while farm 
products and foods made top by mid-September, metals 
and building materials did not reach their best levels for 
the move until late October nor textiles and household 
goods until late November. 

Coming down to specific items in the raw material and 
farm categories, further discrepancies of action may be 
noted. These groups, taken collectively, topped out about 
the third week of September and have been declining 
irregularly but rather steadily since. But one of the 
fastest movers of all—rubber, which shot up 44 per cent 
in less than a week—had completed its move by Sep- 
tember 5, only two days after the Allies had formally 
declared war on Germany. Copper, on the other hand, 
was not marked up to its present level of 121% cents a 


MERCHANDISE EXPORTS 
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pound until October 5. Biggest post-August gains (51 
rcent) were scored by tin and wool in two and three 
weeks’ time, respectively. 

Just as volatility of individual commodities varied 
widely on the upside, percentages of gains subsequently 
retained have varied. With some exceptions, such as 
wool, rubber and hides, those which rose farthest and 
fastest have also been the most spectacular on the down- 
jide. Sugar and hogs, for example, have now lost most 
of the ground gained since the war began; copper, lead 
and zinc, on the other hand, remain unchanged at their 
best levels of the year. 

Variations in price action of the sort discussed above 
were, of course, to have been expected and no less under 
var conditions than those of peace. They inevitably 
arise from many factors ever present in their effects on 
the commodity markets, such as flexibility of productive 
facilities, elasticity of demand, strategic value of the 
goods in question, etc. However, this discussion does not 
pretend to evaluate the prospects for any individual 
commodity. Our purpose, rather, is to concentrate on 
the broader aspects of the situation as regards commodi- 
ties in general, to determine as nearly as we can whether 
peak prices have already been seen for some time to come 
and, if so, what implications that may have for general 
business activity and profits. 


War the Controlling Factor 


In tackling the first part of the question, we necessarily 
come back to the war and its economic significance. The 
present conflict, of course, is different in practically every 
essential detail from the spendthrift mass slaughter of 
1914-18. The sitdown character of the war today is 
almost certain to work far less hardship, apart from 
humane considerations, on peoples and economies that are 
waging it simply because it is far less costly. Moreover, 
s0 long as hostilities continue at their present pace, the 
ensuing peace may be expected to require less in the way 
of painful readjustments. But by the same token, the 
present war’s effect on commodity prices, even if it is a 
long drawn out affair, will probably be much less than 
last time. For not only do the troops now quietly sta- 
tioned on the Western Front require less in the way of 
material and provisioning, but the Allies’ supplies per 
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man engaged are far greater now than in 1914. 

There are, however, two additional points particularly 
worth noting. First is the close collaboration that has 
been established between Britain and France in filling 
their war needs. Second is the devaluation of the 
pound. 

In the last war, the principal Allied purchasing agen- 
cies did not adopt a unified procurement program until 
about six months before the Armistice and then only at 
American insistence. Their disorganized competitive 
bidding in virtually all markets of the world, and espe- 
cially our own, was a major impetus to the skyward surge 
of prices. This time, however, they have gotten together 
early in the game. With respect to such goods as they 
will require from outside sources—and it should be noted 
that they are bending every effort toward fulfillment 
of needs within their own em- 
pires—there will be no such 
competitive bidding or drunken 
sailor spending as before. As a 
matter of fact, the embattled 
democracies have thus far shown 
remarkable restraint and will no 
doubt continue to do so. 

The course of the pound since 
late August has also been in 
marked contrast with its action 
during the World War. For the 
German campaign in Poland had 
not even begun when the man- 
agers of the British Equalization 
Account pulled the peg that had 
been holding sterling at $4.68 
since the beginning of the year. 
Down it went in short order to 
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tion and trade activities are disrupted, 
the better she is able to carry on com- 
petitively in world markets—then obvi- 
ously the higher sterling must be if it is 
not to prove deflationary to us. And as 
matters stand at this time there is good 
reason to believe that at its present level 
the pound is at least mildly deflation- 
ary to us. 

For though British exports dropped 
42 per cent in the first month of the war, 
strong efforts are now being made not 
only to regain this trade but to capture 
the former foreign markets of Germany 
as well. Particularly, every attempt is 
being made to expand commerce with 
the United States in order that war goods 
purchased here may be paid for in kind 
rather than in gold or in exchange ob- 
tained through liquidation of British held 
American securities. 

1939 Obviously, if undue internal price 
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less than $3.80, subsequently recovering to recent levels 
around $3.90.* 

Twenty-five years ago, however, just the reverse oc- 
curred. The impact of war then drove the pound up to 
$7 as a result of conversion of funds realized by British 
nationals on liquidation of their American securities. 
Later sterling returned to its previous rate vis-a-vis the 
dollar but during 1914 it never sold below $4.8514. Low- 
est point reached during the entire war was $4.51 for a 
brief spell in 1915; thereafter it ranged between $4.74 
and $4.79. 

The valuation of the British pound in terms of dol- 
lars is, of course, a matter of utmost importance to our 
own economy. This is so not only because world prices 
of so many commodities are fixed in London and reck- 
oned in sterling, but also because so large a portion of 
world trade is accounted for by traditional members of 
the so-called sterling bloc. The latter consideration is 
possibly of lesser importance since the Scandinavian 
countries have failed to follow Britain’s devaluation and 
since the Japanese yen, formerly tied to the pound, is 
now pegged to the dollar. But even with the sterling 
bloc reduced to only members of the British Common- 
wealth, the downward revision of the pound and, to a 
lesser extent, that also of the franc, has an important 
bearing on the American economy. 

In peacetime, for example, there is little question that 
any value of less than $4.60 for the pound would be de- 
flationary and that the pound at anything like its pres- 
ent value would render the dollar virtually insupportable. 
The problem at hand, therefore, is largely one of de- 
termining how far removed, economically speaking, 
present conditions are from those of peacetime. If this 
war were anything like the last, the pound would scarcely 
be suspected of undervaluation even around $4. But the 
more passive the war, the less Britain’s normal produc- 





* This figure is for recent value of the pound in the New York 
“free” market. Official London rate is $4.02 to $4.04. Tighter 
exchange control in the near future is expected to result in a 
firmer and more orderly free market for sterling. 
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and wage increases are forestalled in 
England—and we may be fairly certain 
that the rise since September will soon be halted by one 
means or another—depreciated sterling will aid her in 
the realization of the aims mentioned above. For with 
the pound at its present level, she is much better able to 
compete with us in our own home market as well as in 
other markets, especially South America. It is more than 
likely, moreover, that the trade loss we shall sustain in 
the Far East by reason of our gallant gesture in abrogat- 
ing the Japanese trade pact (unless it is replaced by 
some similar agreement) will turn out in large part to be 
Britain’s gain. 


Pound-Dollar Relationship 


All of this, excepting the apparent resolve of the Eng- 
lish to avoid liquidation of American investments insofar 
as may be possible, is not exactly to our own best imme- 
diate interests. Some observers have gone so far as to 
say that Britain is ready and willing to precipitate re- 
newed depression in this country to advance her own 
cause. To put it that way, however, would seem to be 
attributing to the gentlemen of His Majesty’s govern- 
ment a much more sinister intent than they have ever 
nurtured and, incidentally, to belittle our own defense. 
For it is simple enough to meet the trade weapon of de- 
valuation with counter-devaluation. 

Looking at the matter in a more realistic light, it ap- 
pears that while the present pound-dollar relationship 18 
slightly to our disadvantage (given a continuation of the 
passive character of the war), Britain is by no means 
pulling the wool over our eyes. Our acquiescence in the 
matter is simply one of these “measures short of war” by 
which the great majority of our citizens wish to advance 
the Allied cause. 

There need be little fear that a depressed pound alone 
and of itself can seriously impede business progress here 
under now prevailing circumstances. There need be even 
less fear that with the war’s end, when Britain can again 
turn all her attention to production and trade, that the 
present pound-dollar ratio (Please turn to page 317) 
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cscs wince at the mention of most railroads with 
od cause, for their financial history in recent years 
mkes dismal reading, although the immediate picture 
sbrighter. Yet, in spite of the circumstances that have 
reed companies operating one-third of the mileage in 
the country to the bankruptcy courts, the service 
rendered by American roads is by far the most efficient 
in the world. 

Outstanding is the fact that this trend towards better 
«vice at lower costs has continued right through the 
iepression years. The cost to the shipper for moving a 
ton of freight was 10.7 mills per mile in 1929 and 9.83 
nills per mile in 1939. The cost to the pas- 


Could the Government Do Better? 





The Case for Continued Private Operation of Our Railroads 


BY GEORGE W. MATHIS 


and the rest of the world is considerable. In addition to 
the higher costs, the general operating inefficiency, bad 
routing, inconsistent schedules, and the loss of time that 
European shippers have to put up with would be a rude 
shock to the American manufacturer or merchant. 
Perhaps the answer lies in the fact that with the excep- 
tion of Great Britain, by far the majority of European 
railway systems are owned and operated by their 
respective governments. Where this is true the people 
have two burdens to bear. In addition to paying 
excessive rates they are forced to absorb large operating 
deficits practically every year. (Please turn to page 313) 





wiger was 28.00 mills per travel mile in 1929 
ad 18.75 mills per travel mile in 1938. And 
these reductions were effected over a period 
in which the railroads suffered a 34 per cent 
decline in traffic and a 43 per cent decline 
il operating revenues. Today freight and 
passenger trains run much faster, carry more 
yer tran hour, and yet use far less fuel 
than they did a decade ago. Not the least 
ctor in this greater efficiency is the con- 
tant refinement of routings, and co-opera- 
tion among the individual companies. They 
own, all told, 47,000 steam and electric 









agines, 41,000 passenger and_ 1,800,000 
light cars, and by agreement supply equip- 
nent to points of heavy traffic congestion as 
tlsneeded. The result of such car rentals 
that there has not been a serious car short- 
ge for over fifteen years. 

Only when we look abroad can we appre- 
tate the excellence of our American systems. 
Atabulation of the average cost to the ship- 
jer per freight ton mile in the leading Euro- 
yan countries reveals that rates are in some 
tases more than 250 per cent higher than 
lomestic charges. In Great Britain the cost 
bet ton mile of freight is 24.06 mills; in Ger- 
Many, 21.60 mills; in France, 19.53 mills; in 
Denmark, 32.20 mills; in Norway, 16.92 mills; 
ind in Sweden, 13.12 mills. On the hundreds 
‘millions of ton miles that these roads regis- 
tt annually the difference between the 

















American figure of 10.75 mills per ton mile 
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Labor Unions on the Ebb Tide 


BY E. K. T. 


a labor is facing difficulties in the next few 
months from Congress, the courts, the Administration, 
and public opinion, the net result of which probably will 
be that unions will be forced to reform some of their 
present practices of organizing, gaining recognition, 
coercing employers, and imposing restrictions on the 
operations of business. 

The Administration is plainly fed up with the A. F. 
of L.—C. I. O. war and is not inclined to do any favors 
for either as long as there is no disposition toward a set- 
tlement. Many members of Congress feel the same way. 
The Wagner labor relations act—“labor’s magna charta” 
—is in imminent danger of being amended, and the courts 
are putting curbs on the way the N. L. R. B. administers 
this act. The Department of Justice is moving in under 
the anti-trust laws against union practices which re- 
strain trade. 

Thurman Arnold is serious about breaking up union 
rackets and practices which hold up prices and interfere 
with competition. Several indictments have been brought 
and more are on the way. His investigators have dug 
up hair-raising stories of labor leaders terrorizing small 
employers and of arbitrary union rules which greatly in- 
crease costs. He has the better of it in his legal argu- 
ment with A. F. of L. counsel as to the application of the 
anti-trust laws to unions; Supreme Court decisions are 
admittedly on his side, and newspapers throughout the 
country have attacked the A. F. of L. position that 
unions are immune from prosecution. Actually Arnold 
has mapped out a very limited field—but including some 
jurisdictional strikes—where anti-trust prosecutions will 
be brought against labor. There is always the possibility 
that Arnold will be called off from above because of 
political pressure, but there is no sign of this and there 
are clear hints that Arnold will quit if he is prevented 
from going through with his drive on building prices. 

The Apex Hosiery decision by the circuit court, that 
a union is not liable for damages under the anti-trust 
laws unless its unlawful acts are done with intent to 
prevent interstate commerce, is not in line with pre- 
vailing court decisions and will not necessarily prevent 
other damage suits for union violence. At any rate it 
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does not affect Arnold’s anti-trust drive against labor 
unions. 

While the anti-trust division is showing up some A. F. 
of L. building union leaders as racketeers and high- 
binders, the Dies committee has been painting many 
C. I. O. leaders as communists or fellow travellers. 
Whether or not all these charges are true, it has made 
the C. I. O. look pretty bad to the general public and to 
not a few politicians and has unquestionably reduced 
greatly the prestige and power of John L. Lewis’ outfit. 

“A plague on both your houses,” President Roosevelt 
said some time ago in reference to the A. F. of L— 
C. I. O. feud, and he still seems to feel the same way as 
failure meets every effort to make a truce between the 
two groups. When such veteran liberal legislators as 
Senator Norris state publicly they have lost patience 
with both groups and that labor legislation should be con- 
sidered without reference to either, it is a good indication 
that Congress won’t take orders from either faction and 
that the general public welfare will be the major factor 
in considering labor laws. 

Strikes are rapidly incurring intense public disfavor, 
since few of them recently have had the purpose or result 
of eliminating unconscionable working conditions. Com- 
munities are contrasting the income lost during a strike 
with the gains, if any, to the successful strikers, and 
wondering if there isn’t some better way. Sit-down 
strikes have been outlawed, and then the stay-in, and 
now the slow-down is condemned in the Chrysler settle: 
ment in a contract which both sides hail as a model. 
Local bans on picketing and strike violence are growing 

The N. L. R. B. is not gaining in prestige and publi 
approval, and while its recent decisions show mixed 
trends, there is no indication that it has outgrown the 
prejudices which have been so generally charged agains! 
it. Court decisions on N. L. R. B. orders are also mixed, 
but generally overlooked was a severe spanking givél 
the Board by the Sixth Circuit Court which, disregart 
ing the provision that the Board’s findings of fact art 
not to be reviewed, went into the record and set aside 
an order which it said was based on “surmise, suspl¢id 
and guess” instead of proof. 
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Amendment of the Wagner act is on Congress’ schedule 
for next session. Senate committee wiil conclude hear- 
ings in January on the Burke and related bills, and the 
prospects for action are much better than last year. The 
special House committee investigating N. L. R. B. is 
about ready to hold hearings, having got much infor- 
nation through questionnaires, but will pay more atten- 
tion to the conduct of the Board than the letter of the 
tatute. This may delay action on amendments or may 





even prevent them if the result is a housecleaning ot per- 
sonnel. In fact, the Administration might replace the 
present Board with a new body in order to stop criticism 
and forestall amendments to the act. 

All in all it looks as though labor’s tide of political 
influence is beginning to ebb. The reaction won’t go to 
the extent of enacting anti-labor laws nor even repeal of 
recent labor legislation, but it will be sufficient to prevent 
unions from writing their own ticket in Congress. 





CAPITOL 


New farm plan will be pushed by Adniinistration as 
pre-election strategy. Fear is appropriations for farm 
benefits will be increasingly hard to obtain, so Wallace 
has a “self-supporting” scheme which is the same old 
processing tax but it might get by present Supreme 
Court because there are no taxes and no appropriations 
and the money does not go through the Treasury. Plan 
is to issue each farmer an allotment for his share of 
consumption plus exports (thus controlling production) 
and give him certificates in this 
amount; processors would be forced 
to buy certificates with crops at 
value to be fixed at difference be- 
tween farm price and either parity 
or cost of production. Thus proces- 
sors would be required by law to 
subsidize farmers. Also processors 
would have to buy extra certificates 
to cover exported portion of crop 
which would be sold at world level. 


British trade policy may be pro- 
tested by State Dept. Drop in 
pound exchange makes U. S. exports 
to England difficult, and on plea of 
war emergency England has stopped 
purchasing many things normally 
bought here. Many industry groups 
are considering asking State Dept. 
to use the provision of the British 
trade agreement to secure an adjust- 
ment because of changed conditions 
or to abrogate the agreement. Ad- 
ministration is loathe to take drastic steps now but may 
make representations soon. 


Trade agreements act extension will be fought for by 
Administration and it probably will be continued with 
modifications. Help may come from industries which 
have been injured by it on ground that future agree- 
ments may offset injuries through export concessions 
from other nations. 


Southern freight rate decision of I.C.C. equalizing 
north-bound and south-bound rates on a few commodi- 
ties does not necessarily set a precedent for readjustment 
of all inter-territorial rates but it will be used as a lever 
by interests seeking such. Significance of the decision 
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Thurman Arnold—Seriously moving against 
union practices which restrain trade. 


BRIEFS 


is minority charge it was dictated by political pressure, 
assumedly Roosevelt’s, which, if true, would be first 
time the executive has ever interfered in the strictly 
legislative job of rate-making and is another step in 
the break-down of separation of governmental powers. 


Commerce Department is being quietly reorganized in 
attempt to make it of some value to business. Plans 
under foot have some merit but so far their chief result 
has been to put the morale of the 
staff even lower because of uncer- 
tainties. Hopkins is definitely out 
of the picture, still too ill to come 
to his office. Doubtful that he ever 
will take hold of the job. Depart- 
ment is being run after a fashion 
by the “spark plug boys,” mostly 
former business executives unaccus- 
tomed to government routine. 


Dies committee will be continued 
despite efforts to discredit it. Ad- 
ministration is in a quandry as to 
proper political attitude to take 
toward Dies disclosures. It hates to 
alienate liberal support, but fears a 
campaign issue will be made against 
it if it opposes the Dies study espe- 
cially when Administration officials 
are branded fellow travellers and 
now that European developments 
have made isms intensely unpopular. 


Anti-trust penalty bill (O’Mahoney-Hobbs) will be 
pushed next session by its sponsors and Justice Dept. 
which are determined to get action though willing to 
modify drastic nature of penalties to get acceptance of 
principle that corporation officers be punished if their 
companies violate the law. Dept. won’t admit there is 
twilight zone of uncertainty in anti-trust laws but says 
if there is it should be corrected by T. N. E. C. and that 
penalties should be certain and effective. 


Japanese relations will reach crisis in January when 
commercial treaty expires. Congress seems in mood te 
embargo exports of essentials, and Senate might not ratify 
new treaty if negotiated. State Dept. may agree to tem- 
porary modus vivendi to be dropped as desired. 
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Why Are Industrial Depressions Tending to Become 
More Frequent and Severe? What Can We Do About It? 


Our Changed Economy 


BY LAURENCE STERN 


ji most serious problem confronting the United States 
has no significant relationship to the European war. It 
has been with us for some time. To put it baldly, our 
industrial depressions are tending to become both more 
frequent and more severe. 

In the twenty-year period since 1919 there have been 
thirteen years in which industrial production at some 
time fell below 85 per cent of what statisticians calculate 
as “normal.” There were only four such years in the 
sixty-nine-year period from 1850 through 1919. Three 
of the numerous post-World War economic chills qualify 
as depressions. One of these was by far the worst ever 
experienced, while the most recent had the distinction of 
being the fastest on record. In each, industrial activity 
fell farther below “normal” than in any depression over 
a one-hundred-year stretch prior to the World War. 

This demonstrated instability is, of course, merely the 
outward symptom of trouble somewhere in our economic 
innards. Economists disagree widely both in their diag- 
noses of the primary trouble and in their suggested 
remedies. Let me say at once that this article will under- 
take no elaborate economic theorizing; nor will it seek 
to peddle any new variety of Triple-Action-Bromo- 
Vitamin Recovery Pills. It will merely call attention to 
an easily understandable but vitally important long term 
change in the character of our economy which, in my 
opinion, has a much more significant relationship to the 
problem of economic instabilty than has been realized 
either by the public or the general run of official and 
unofficial economic planners. 

We all know in a general way that over the years tech- 
nological progress has made available to us a greatly 
broadened range of comforts and conveniences. With 
especial speed in this Twentieth Century, our material 
standard of living has been lifted to a far higher plane 
than our grandfathers knew. Swell—but it should take 
only a moment’s thought to realize that the higher a 
material standard of living rises, the greater the inherent 
tendency toward economic instability. 

God didn’t foist the business cycle upon us. It was 
man-made and, as human history goes, it is a relatively 
modern development. It was unknown to our ancient 
ancestors. Their production varied little from month to 
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month or year to year, excepting when affected by flood 
or drought or other natural disasters. It could not vary 
sharply because all productive effort centered on the hard 
and relentless task of procuring adequate food, clothing 
and shelter. There were very few non-essentials. 

The business cycle became possible when Homo 
Sapiens learned how to produce the essentials of life with 
less labor and to divert the energy thus saved to the 
production of comforts and luxuries. It is beside the 
point that some of the luxuries of one generation are 
accepted as necessities by the next generation. The sig- 
nificant fact is that, with notable rapidity during the past 
twenty-five or thirty years, the demands which keep the 
wheels of the capitalist system turning have increasingly 
become optional and postponable. They do not have to 
be filled today. We can defer their satisfaction for 
months or, as regards some types of goods, for years. 
More than ever before our economic activity is dependent 
upon the production of non-essential goods and services— 
non-essential here meaning anything we can forego buy- 
ing for a considerable period of time. We cut down our 
spending for such things the minute something goes 
wrong or even the minute we get a notion something may 
go wrong. 

The fact that we tend to lead the world in the severity 
of our industrial depressions quite probably has a close 
relationship to the fact that our material standard of 
livng is by far the highest in the world. It is our good 
fortune to have the most automobiles, locomotives, 
radios, factory machines, refrigerators, oil burners, me- 
chanical farm tools, air-conditioning apparatus, electric 
washing machines, vacuum cleaners, waffle irons and 
so on down the list—but we have not yet learned how to 
avoid the penalty which comes with these blessings. 
When business men curtail purchases of producers’ dura- 
ble goods and the public curtails its purchases of con- 
sumers’ durable goods we get a depression. 

There are no inclusive statistics by which we can 
exactly measure the long term growth of economic de- 
mands which at any given time are postponable, but 
even the fragmentary evidence is most illuminating. For 
example, in 1880 we produced a combined total of 165 
pounds of pig iron, copper and lead per capita. By 1900 
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pet capita, and by 1929 to 812 
wounds per capita. The per 
apita increase from 1880 to 1929 
yas 647 pounds. These are rep- 
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sentative, basic materials out 
ofwhich durable goods are made. 
In contrast, our combined per 





sapita consumption of flour, cot- 
in and manufactured dairy 








products was 610 pounds in 1880, 
40 in 1900 and 677 in 1929. 





Growth was slow from 1880 to 
1900 and nonexistent thereafter. 
Imagine for the moment that 
these three items and the three 
netals mentioned in the preced- 
ing paragraph constitute our 
total commodity output. In that 
case the three metals accounted 
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flood i or only 21 per cent of the total 
vary # i) 1880 but for 54 per cent 
‘hard Bf in 1929. 
thing J Valid exception can be taken to the samples chosen 
| ind to the comparison of output figures for the metals, 
lomo including exports, with consumption figures for flour, 
with J otton and dairy products. Nevertheless this sketchy 
> the exhibit illustrates, with sufficient faithfulness for our pur- 
> the Boose, the far-reaching shift of emphasis that has come 
| are & about in the allocation of our productive efforts. 
- Si§- As regards the present relationship of optional demand 
past By our total economy—a different thing from its past 
) the sowth—we do have an abundance of statistics, thanks 
ingly J exhaustive studies made by Economist Simon Kuznets 
¢ to Bi for the National Bureau of Economic Research. These 
for figures support the conclusion that, on an average, less 
cars. & than half of aggregate economic activity rests on necessi- 
- tous, and therefore steady, demands. 
yd Optional Demands 
goes For example, in 1929, gross commodity volume was 
may § approximately 53 billion dollars, excluding public con- 
: struction. The breakdown of this 53 billion total was 
rity Has follows: perishable commodities, 27.9 billions; semi- 
lose ff durable goods, 11.5 billions; consumers’ durable goods, 
lof Bg billions; producers’ durable goods, 6.9 billions, private 
ood construction, 7.6 billions. The last three items represent 
ves, § types of goods for which demand is postponable for long 
me- § periods of time, while semi-durable goods are subject to 
tric J shorter periods of deferred demand. Thus for 1929 the 
and # more or less optional demands footed up to a total of 
yto Ff %1 billions, against 27.9 billions of demand for necessi- 
188. FF tous goods. 
ire- These figures do not include services, building repairs 
on | % maintenance of existing durable goods. Since these 
demands are in some part optional, it can scarcely be 
rad Ff doubted that the aggregate of postponable demands ex- 
de- ceeded necessitous demands by a goodly margin. 
out To complete the recent record, the physical shrinkage 
$e from 1929 to the depression year 1932 was approximately 
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Lb billions of dollars in perishable goods output, but 
62 billions in combined output of semi-durable goods, 


DECEMBER 16, 1939 








durable goods and private building. For the recovery 
year 1937, again excluding public building, combined out- 
put of semi-durable goods, durable goods and private 
building accounted for 51 per cent of gross commodity 
volume, the percentage falling—as it always does in 
depression—to 45 per cent in 1938. 

No single development in modern times has more im- 
portantly influenced our economy than the rapid flower- 
ing of the automobile industry. It was virtually an infant 
as late as 1913, a giant ten years later. The average 
annual output of cars and trucks was 35,000 in the dec- 
ade 1900-1909; 939,000 in the decade 1910-1919; and 
3,721,000 in the decade 1920-1929. This was a major 
contribution to economic activity, but also an added 
source of economic instability. The industry’s long term 
growth has now flattened out, if not terminated, and its 
ups and downs since 1929 are chiefly cyclical fluctuations. 
The influence of this varying demand is self-evident, since 
the motor industry is the largest single outlet for steel, 
iron, rubber, plate glass, lead, nickel and mohair, as well 
as a major market for copper, zinc, cotton, tin, leather, 
aluminum, lumber, paints and chemicals. 

In the 1929-1932 depression motor production declined 
74 per cent. Even in the recent short depression, the 
shrinkage from 1937 to 1938 was 47 per cent. These 
sharp fluctuations are, of course, characteristic of all con- 
sumers’ durable goods and of all capital goods. For 
example, demand for mechanical refrigerators, which has 
reached large proportions only within the past decade, 
fell from 2,303,000 units in 1937 to 1,191,000 in 1938, 
a shrinkage of more than 48 per cent. 

Contrary to popular impression, the cycle in consum- 
ers’ durable goods can be, and at times is, even more 
extreme than that in producers’ durable goods. Indexes 
kept by the Federal Reserve Bank of New York show 
that at the low point in 1938 the latter fell to 46 and the 
former to 35, the 1937 high for each having been 92. 

Moreover, the elasticity of demand for non-essential 
goods has been further increased through rapid expan- — 
sion of the installment financing technique in recent 
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years. Studies by the Russell Sage Foundation reveal 
that consumers’ “capital financing” in 1923 amounted to 
$1,610,000,000 and increased by 1929 to $3,710,000,000. 
From 1929 to 1932 it declined to $1,560,000,000, which, 
however, was almost as much in our worst depression 
year as in the prosperous year 1923. By 1937 such install- 
ment financing had reached a new peak of $4,330,000,000 
or nearly 17 per cent above the 1929 figure. Since 1937 
business activity was materially less than that of 1929, it 
follows that a substantially increased proportion of con- 
sumer purchases was financed “on time.” 

In cannot be doubted that this device tends to increase 
the amplitude of the business swings in both directions. 
In a poor year, such as 1938, there is not only a decline in 
new installment purchases but cash business suffers to 
some extent as people pull in their belts in order to com- 
plete payments, out of a reduced income, on cars, refrig- 
erators or whatnot bought on installment in 1937. It is 
worth noting that many merchants are today following 
the lead of the great mail order concerns in extending 
“deferred payment” to an increasing variety of soft goods, 
that is, goods of relatively short life. 


Prices and Purchasing Power 


Adequate explanation for the fluctuations in optional 
demands cannot be found in the question of prices nor 
the status of purchasing power, certain preconceptions 
to the contrary notwithstanding. No one can support an 
allegation of monopolistic, trade-killing price policy in 
the motor industry, yet fluctuations of demand are virtu- 
ally as extreme here as in other durable goods industries 
—steel, for example—whose pricing has been questioned. 
As for purchasing power, the national income in 1938 was 
only 8 per cent less than in 1937 and supernumerary 
income (income above the cost of necessitous living) was 
down only 12 per cent. Yet as noted heretofore, demands 
for automobiles and refrigerators were down 47 and 48 
per cent, respectively. 

As for producers’ goods, it should be obvious that 
demand at all times is influenced far more by the trend 


of sales in the buyers’ business than by changes in price 
Processors habitually buy most freely when prices az 
firm or rising. There was never less copper sold than gt 
the record low of 4 cents a pound in 1932. Evidently the 
intangible influences—hope, doubt, fear—play a majo 
role in our economic drama. 

Whether our periodic doubts and fears are eithe 
stronger or more justified than they were thirty years 
ago may be subject to debate, but one thing is certajp, 
When for any reason our national psychology turns from 
optimism, the economic damage done will inevitably tend 
to be both more severe and more rapid in its deflationary 
sweep than in earlier years because of the factual reasons 
cited in this article. The increased proportion of optional 
demand for goods and services has made the capitalist | 
system more vulnerable to shock of any kind. 

From the approach taken here it is immaterial what 
started the 1937-1938 depression. Perhaps it was inept 
credit management by the Federal Reserve Board, per. 
haps excessive rise in prices of finished goods, perhaps 
uneconomic kiting of operating costs or something else, 
If the foundations of a structure are vulnerable it matters 
not from what direction comes the wind which blows it 
down. 

It seems obvious that any further long term rise in our 
living standard can come about only through additional 
expansion of demand for non-essentials. If so, we face 
a most puzzling dilemma. We desire both a high material 
standard of living and economic stability, but we appar- 
ently cannot have both under the present scheme of 
things. Thus far no very convincing solution has been 
hit upon in the proposals of business organizations; the 
results of the Government’s efforts to smooth out the 
economic peaks and valleys have been quite limited; and 
there is considerable evidence that the “stabilizing” poli- 
cies of government, business associations, labor unions 
and farm groups have in fact succeeded only in retarding 
economic expansion. 

No totalitarian or collectivist approach is acceptable 
to the American people nor is any idea of relegating gov- 
ernment to the role of a village (Please turn to page 314) 





OUR INCREASING DEPENDENCE ON DURABLE GOODS 
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How’s Business? 





The Cross Currents Behind 
the Composite Index 


BY PHILLIP DOBBS 


= is an old adage to the effect that 
‘Figures don’t lie, though liars may fig- 
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ure.” Undoubtedly the thoughts of the 
average individual have run something 
like this when at times he has observed the fluctuations 
of the business index, and then compared its gyrations 
with his own experience. Very often the two do not 
seem to tally, and while the rate of business activity may 
be high that of the indivdual concern may be low. On 
the face of it the figures do not appear to be accurately 
reflecting the experience of the business world, which only 
goes to prove that there is a world of difference between 
the individual experience of one concern and the average 
of the industry, or of business throughout the country 
asa whole. Nevertheless caution should at all times be 
followed in any study of figures for business activity, and 
in the interpretation of them. 

In the accompanying chart are illustrated five of the 
eight components that go to make up THe MaGazine oF 
Watt Srreet index of business activity, which is also 
included. One of the most important components is pro- 
duction of steel ingots, as reported by the American Iron 
& Steel Institute. In the week ended November 18 of this 
year a high of 118.5 was reached, which nevertheless was 
still considerably under the 1929 high point of 145.5. 
Actually production of ingots was greater this year than 
in 1929, but the apparent discrepancy is due to allow- 
ance for population growth. 

During August, 1939, electric power and light consump- 
tion reached a new high, and as indicated in the chart 
a peak of 162.7 was attained. This is in contrast to the 
1929 high of 109.3. The three major components of the 
electric power index have all shown substantial gains 
since 1929. Thus residential kilowatt-hour consumption 
of power gained 93.5 per cent from 1929 to 1938, a phe- 
homenal increase in ten years, especially since the 1929 
figure until then stood at an all-time high. Undoubtedly 
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this component has had considerable effect not only 
on the electric power index, but in turn upon the index 
for business activity. The other two major components 
consist of large industrial consumers and small commer- 
cial customers. Combined consumption of these two 
factors resulted in a gain of 10.9 per cent from 1929 to 
1938 with the trend continuing upwards during the cur- 
rent year. Other minor factors going into the composi- 
tion of the electric power index are street and inter- 
urban railways, municipal street lighting, electrified rail- 
roads, and municipal and miscellaneous consumers. 
These, however, are relatively unimportant. 

The carloadings index, based on the report issued 
weekly by the Association of American Railroads, is 
highly significant and is a composite of a wide variety of 
items. The peak in carloadings, as can be observed from 
the chart, was reached in the week ended October 28th 
when the index reached 67.6 compared with the high for 
1929 of 103.4. The principal reason for the difference 
is found in a decline in tonnage rather than any drastic 
drop in a single traffic division. The most important 
factor in this index is miscellaneous freight shipments, 
which comprise not only the largest group but the most 
important one, since it reflects faithfully and quite con- 
sistently the fluctuations in general business activity. In 
1938 these shipments accounted for 39.5 per cent of total 
loadings, whereas in 1929 the proportion was virtually 
the same, or 39 per cent. Next is less-than-carlot ship- 
ments, which quite accurately reflect retail and whole- 
sale transactions, and incidentally constitute a very 
profitable item to the railroads. It is the loss of consid- 
erable traffic in this division as a result of competition 
from trucks, that has gone (Please turn to page 318) 

















Squeeze in Tire Company Profits? 


Price Cutting Mere Apparent Than Real and Higher Cost 


Crude Rubber Points to Probable Upward Revision 


on Tires before Spring Selling Season 


BY WARREN E. KRAEMER 


rn with a “Milquetoast” complex don’t last 
long in the tire industry. In addition to having more 
than their share of production and marketing problems 
the officers have to cope with the fact that crude rubber, 
the basis for all operations, is still pretty much of an 
international football. And circumstances sometimes lead 
them to make decisions in seeming defiance of all 
reason. An instance of this was the recent reduction 
of tire list prices in spite of the increase in crude rubber 
costs. 

A study of the industry, however, brings out factors 
that tend to reduce the importance of this latest move 
and indicate that it was merely a mild outbreak of once 
common price cutting practices. The 12 to 14 per cent 
reduction, instigated by Goodyear Tire and Rubber 
with the announcement that it was made possible by 
certain economies, was met within a week by Firestone 
and Goodrich. U.S. Rubber, however, limited its action 
to merely increasing the discounts from the normal list 
prices by an amount sufficient to maintain its competitive 
position. The new lists actually only make official the 
market prices that prevailed for months before the re- 
duction, since the discounts are no longer in effect. In 
any case the inauguration of a “Winter Dating” policy 
according to which the present prices are guaranteed 
only through the end of the year will enable revisions 
in January should they be necessary. Furthermore sales 
are never heavy during the Winter months since car 
driving declines sharply. The change did have an ad- 
verse effect on the dealers though, for they stocked up 
when the war was declared, in anticipation of a price 
imcrease not a decrease, and are now forced to enter a 
slack season with large inventory position. Manufac- 
turers’ stocks of crude rubber are at a low point and 
were it not for rather heavy shipments under way to 
this country right now, there might be reason to fear 
a squeeze. A continuation of the present price of 20.5 
cents per pound for rubber will naturally necessitate 
some upward revision of tire prices, for the current profit 
margins are not wide enough to absorb a 25 per cent 
increase in principal material costs plus increases in other 
expenses. On the basis of warehouse stocks most com- 


panies will have about two months in which to make 


these changes, so the current picture has no acute 
problem other than that of securing crude rubber. 
All of the raw rubber consumed in this country must 
be imported from the limited tropical localities where 
production on a commercial basis is possible. These are 
practically all either British or Dutch East Indian pos. 
sessions. The former account for 52 per cent and the 
latter for 39 per cent of world output. Siam and French 
Indo-China are far behind with only 31% per cent of the 
total each, and the rest is divided among ten other 
sources of small importance. In point of crude rubber 
consumption America ranks first by a wide margin, tak- 
ing over 55 per cent of the total—while England, Ger- 
many, Japan, and France normally rank next in that 
order, though they take only 9 per cent, 8 per cent, 7 
per cent, and 51% per cent of the total, respectively. 
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Crude production has been controlled by 
the International Rubber Regulation Com- 
nittee since 1934. Because it has over 97 
er cent of the world rubber production ca- 
pacity under its jurisdiction, it is gradually 
ychieving success in maintaining an orderly 
garket with supply and demand fairly well 
in balance at a point that gives a reasonable 
profit to the most efficient producers. As yet 
the rapid developments in the highly volatile 
itomobile industry, which reflect sharply on 
the tire companies, result in crude prices 
setting somewhat out of hand from time to 
time. This happened for instance in 1937 
shen the shutdown in car production brought 
ibout a skid in the price of crude rubber 
fom a high of 27 cents per pound to a low 
of 10 cents per pound in just exactly one 
year. But a reduction in crude output to 
60 per cent of the base level soon righted the 
picture. Keeping step with the increase in 
price from 17.5 cents per pound to around 
4 cents per pound after the outbreak of war 
in September of this year, the quota was 
raised to 80 per cent of the base level. This 
tends both to even out the price, which it 
has already done to a great extent, and pro- 
vide for increasing the low domestic inven- 
tories of crude rubber. 

Actual shipments are not threatened at 
the present time, since the German naval 
operations can hardly be a menace except in 
North Atlantic waters. The only real danger 
lies with Japan, for after all, most of the 
tubber producing territory is right in her 
back yard. And it is conceded that her navy could seize 
itat any time, though, of course, whether she could hold 
it or not is another matter. But fortunately this is 
regarded as improbable under present conditions and 
trends—which latter are perhaps the most important 
since the status quo is coming in for considerable revision 
these days. 

It is, of course, to the advantage of the Allies to see 
that this country gets all the rubber it wants, since such 
sales give them needed foreign exchange. Estimates 
show that domestic consumption of crude will go to a new 
high this year of approximately 580,000 tons against a 
previous record of 575,000 tons in 1936. Over 75 per 
cent of this rubber goes into the manufacture of tires 
and tubes, total sales of which are placed at 50,000,000 
units for the year. 

Sales of truck tires have shown a strong upward trend 
over recent years as a result of the increasing amount of 
freight that is hauled on highways instead of rails, and 
this promises to be a great help in solving the problem 
of over-capacity that has plagued the industry for a num- 
ber of years. Average production rate equals about 65 per 
cent of capacity in a good year, and since idle plants cost 
money, cut-throat price wars result whenever volume 
drops appreciably. Naturally even a semblance of profit 
Margins is hard to maintain under these conditions, and 
the more recent trend has been towards a stabilization 
of the industry. 

With this in mind there has been a slow reduction of 


DECEMBER 16, 1939 


Courtesy Goodrich 
Testing an airplane tire to several times the maximum service load. 





the rebates to dealers, allowances on old tires, and long- 
term guarantees. In 1937 manufacturers eliminated the 
guarantee against all road hazards and are saving an 
estimated $10,000,000 annually by this move alone. 
Then, too, the evening out of crude prices by the I. R. 
R. C. will permit the companies to plan farther ahead 
and enjoy greater earnings stabilty. 

For some time the tire industry and the rubber indus- 
try as a whole has been dominated by four large com- 
panies that among themselves account for about 80 per 
cent of the total business. They contre] the entire new 
equipment field, and about 56 per cent of the tire and 
tube business as a whole. Two factors seem to indicate 
that they are both increasing their percentage control 
of the rubber industry and moving into a more dynamic 
phase of corporate existence. These are: 1, The steady 
decline in the percentage of the tire division of the 
industry that they control from 66 per cent in 1927 to 
56 per cent in 1937. 2, The steady increase in the per- 
centage of the total industry that they control from 57 
per cent in 1927 to 80 per cent last year. A short analysis 
of each of them, therefore, follows: 


Goodyear Tire and Rubber 


The company is the largest producer of rubber prod- 
ucts in the world with sales about equally divided 
between the domestic market and the British Empire. 
Approximately 75 per cent of total revenues are derived 














from the tire and tube divisions, although of late the 
mechanical and specialty rubber goods divisions have 
been increasing in importance. Goodyear supplies prac- 
tically all of Chrysler’s new equipment needs, and is a 
leading factor in the replacement field as well, affecting 
distribution through more than 100,000 dealers here and 
abroad and through 650 of its own stores. 

Recent technical developments that hold promise for 
the future include Pliofilm and Airfoam. The former is 
a transparent sheeting that is moisture-proof and odor- 
less as well as tasteless and is, therefore, excellent for 
displaying goods while protecting them at the same time, 
and the latter is a rubber cushion material made by whip- 
ping air into liquid latex and is finding favor as mattress 
and automobile cushioning. 

The capitalization of the company consists of $50,234,- 
756 in funded debt, 650,432 shares of $5 cumulative pre- 
ferred stock, and 2,059,169 shares of common stock. The 
preferred is convertible into 24% shares of common until 
late 1940, and into a reduced number of shares after that. 

Earnings have shown the wide ranges that class the 
rubber stocks as speculations rather than as investments, 
but until the war broke out, the trend was towards 
greater stability. In spite of the general drop in busi- 
ness the net last year was $1.34 per share against $1.95 
per share for 1937, and earnings for the first six months 
of the current year were 96 cents per share. Since a large 
part of the company’s earnings come from the foreign 
units, it is difficult to chart the immediate future, but 
there is no reason to believe that operations will slow 
down. The various controls and restrictions do cloud 
the profit outlook though, and at the present time the 
stock is selling at 24, not far from the low for the 
year of 21. Dividends declared this year total $1.00 
per share. 








Courtesy Goodrich 


Removing a tractor tire from the vulcanizing “Pot.” 


United States Rubber 


For many years this company was a stumbling giant 
increasing sales by leaps and bounds and yet unable ty 
translate the business into dollar profits. New manage. 
ment, which came to the company in 1929, along with 
$26,000,000 investment by the Du Pont interests, 
changed the picture, and today U. S. Rubber is rapidly 
becoming the most dynamic force in the entire rubbe 
industry. Only 50 per cent of its sales come from the 
tire and tube divisions, the rest coming from the steadily 
growing mechanical rubber goods and footwear units 
Even so it is a major supplier of General Motors’ new 
equipment requirements, and is a factor to be reckoned 
with in the replacement field as well. The connection 
with General Motors promises to be even more profit- 
able in years to come since it is an accepted fact that 
the use of metal springs for the upholstery of automo. 
biles is on the way out, with its place to be taken over 
by rubber. U. S. is the leader in the development and 
marketing of the new sponge rubber, achieving notable 
success with its Royal Foam sponge. It is understood 
that the new product will be featured in most of General 
Motors’ 1940 models. The company also markets lastex, 
a material coated with rubber in such a manner as to 
permit stretching in any direction. Its production is the 
most profitable, in relation to sales, of all the com- 
pany’s divisions. 

The financial position of U. S. has been improving 
steadily over the last decade. Its strong backing and 
thorough house cleaning have brought about a reduc- 
tion in funded debt from $130,000,000 to $42,000,000. 
Interest rates have been reduced constantly as well. 
In addition to the bonds the company has 651,091 shares 
of $8 preferred stock, and 1,576,261 shares of common 
stock outstanding. The progress 
of the company can best be seen 
by the resumption last year of 
dividend payments on the pre- 
ferred stock after a lapse of 
eleven years. Though the stock 
is not cumulative a peculiar pro- 
vision in the indenture states 
that dividends must be paid 
when earned. The full amount 
was earned last year, but only 
$4 was paid. This meant that 
the holders received $12 per 
share this year. The handsome 
dividend, incidentally, clears the 
way for payments on the com- 
mon stock. Such a disbursement 
would make history since the 
last dividend on the junior 
shares was in 1921. 

At the present rate of sales. 
earnings are expected to reach a 
total of $3 per share after pre- 
ferred requirements. Net sales 
are estimated at $190,000,000 for 
the year, a gain of 22 per cent 
over last year’s figure of $154, 
935,756. Net profit for the first 

(Please turn to page 316) 
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The Effect of the War 


e 
«fon American Commerce and Industry 
apidly 
ubber 
m the 
eadily 
a or Remain Relatively Small? 
koned 
ection 
rofit- 
that 
omo- Wars a group of men gather together to discuss a_ length, tacitly acknowledge the background painted by 
over highly conjectural or controversial subject, their area of Dr. de Haas. 
; and ff agreement is necessarily restricted. It was not surprising, “The effect of this war on our American economy,” 
table therefore, that when five authorities, pre-eminent in their the General reasons, “depends on three factors: (1) the 
stood respective fields of merchandising, shipping, air transport, extent of the war, (2) the character of the war and (3) 


Will War Orders Develop on a Large Scale 











neral international relations and labor, recently assembled the duration of the war. 
stex, before the Economic Club of New York to debate the “First, as to the extent. During the Great War, cam- 
us to elects of Europe’s war on our paigns were waged in Europe on 
s the economy, they could agree whole- four fronts: the Western Front ex- 
com- heartedly on just two points: tending over a line several hundred 
(1) Those effects will depend A Symposium by miles long in Belgium and France, 
ving largely upon factors as yet un- General Robert E. Wood the Eastern Front for several hun- 
and known. Chairman of the Board, Sears, Roebuck & Co. dred miles along the Austro-Ger- 
due- (2) The repercussions of the last man and Russian frontier, the Bal- 
000. war offer little if any indication of Rear Admiral Emory S. Land kan Front, and the front between 
well, what those of this war will be. Chairman, U.S. Maritime Commission Austria and Italy. In Asia, cam- 
ares Indeed, it is perhaps an error of paigns were waged at Gallipoli, in 
mon premise to speak of “this war” as Dr. J. Anton de Haas Syria, Mesopotamia, Arabia and 
Tess opposed to the “last war,” for they Professor of Foreign Relations, Suez. Even in Africa there was a 
seen are in a sense one and the same. Harvard University little known but very sizable cam- 
r of Harvard Professor of Foreign Re- . paign between German forces and 
pre- # lations J. Anton de Haas puts it Mr. Juan T. Trippe the forces of English South Africa. 
of this way: President, Pan-American Airways “With the exception of the last 
ock “It is well to remember from the named campaign, each front was 
pro- outset that war did not break out 7 Mr. Edward F. McGrady the scene of a conflict between 
ates in September of this year. ~— Se neve os gag armies running into hundreds of 
raid “The present conflict is not a thousands and millions of men. The 
unt malignant growth which suddenly Edited by Henry D. Steinmetz expenditures of materiel, of muni- 
nly fastened itself upon an otherwise tions and of men were immense 
hat healthy body. The present conflict and they eventually exhausted the 
per is merely a symptom of the unin- resources of all the combatants. 
me terrupted war which has exerted its disintegrating power “By contrast, the present war, after the first month 
the upon the world since 1914. of conflict in Poland, has resolved itself into a localized 
m- “Since that year the world has not known peace. conflict in the West, each army sitting behind a strongly 
ent Once the firing stopped the economic war began. This fortified line about 200 miles long. 
the economic war has progressively aggravated every ailment “Séeond, as to the character of the war. The World 
10T of the economic and financial structure of the world.... War produced a series of great offensives: the first great 
That is the picture of the world upon which the new German offensive through Belgium, the offensive of the 
les. conflict broke. It was and is a world of nations com- French in 1915, the Verdun offensive of the Germans 
1a mitting economic and financial hara-kiri to spite their and the Somme offensive of the British in 1916, the 
re- neighbors—a world in which miraculous but short-lived Flanders offensive of the British and the French offensive 
les recoveries in isolated spots merely obscured the general in Champagne in 1917, the great German offensive of 
for progress toward economic chaos.” 1918. Also, there were the Russian offensives of 1914 
nt With that cheery thought well in mind, let us turn and the combined German and Austrian offensives 
4,- toa consideration upon the problem at hand—the war’s against Russia in 1915 and 1916. The consumption of 





rst effect upon American business. The remarks of General munitions and supplies was immense on all fronts and 


Robert E. Wood on the subject, well worth quoting at at all times. 
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“By contrast, with 
exception of the short 
Polish campaign, the 
present war to date is 
confined to two armies 
. . . doing a little de- 
sultory firing and mak- 
ing a few reconnais- 
sances. Beyond the 
submarine warfare and 
some sporadic air raids, 
there has thus far been 
no real fighting. 

“Third, as to the 
duration. The World 
War lasted from Aug- 
ust 1, 1914, to Novem- 
ber 11, 1918. There was 
constant fighting in 
some portions of the world for over four years and 
practically all the nations of Europe except Holland, 
Switzerland, the Scandinavian countries and Spain were 
engaged. 

“I was in Panama at the opening of the Great War 
and I can still remember the files of the New York 
papers in which every prominent banker then in New 
York predicted that the war couldn’t last over six months 
because there wasn’t enough money to wage it. Well, 
they were right and they were wrong. They were wrong 
because the war did last over six months. They were 
right in saying there wasn’t enough money to wage it... 
for the war was fought on stage money; that is, on obli- 
gations that were never repaid or that were shrunk by 
progressive devaluations. 

“Now, we may take it for granted that the present 
British blockade is about as effective as during the 
World War . . . but in considering the situation we must 
realize that it is different in every way from the last 
war. Today Germany has access to the supplies of 
Russia and the Balkans. She can undoubtedly get the 
food she needs. She can obtain many of her other essen- 
tials and she had accumulated other materials prior to 
the advent of the war. 

“But another question arises. How is she going to 
pay for them? She has been paying by barter. She 
should be able to continue to do so unless the plan 
adopted-by Great Britain and mentioned by Dr. de Haas 
prevents it.” 

[Of Britain’s economic war strategy, de Haas says: 
“Through centralization of financial control, Great Bri- 
tain has gained a tremendous trading advantage. One 
of the most effective methods used by Germany jn its 
well planned war through foreign trade, in dealing with 
Balkan and Latin American countries, was the method 
of adjusting prices to the requirements -of- the market 
through the manipulation of foreign exchange rates. 
The control now exercised by the British Treasury may 
well be employed in a similar manner. Prices of British 
goods may be maintained in the United States. Experi- 
ence has shown that high prices have had little effect 
on the quantity sold. 

“On the other hand, in the Balkan states and the 
Scandinavian countries, prices may be kept low to com- 
pete with German goods. Control over foreign exchange 





General Robert E. Wood 
Chairman of the Board, Sears, Roebuck 
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will make it possible for Great Britain to buy at high 
prices without thereby increasing the prices Within the 
country... . This means that if Germany needs to buy 
butter from Holland, Great Britain can offer far more 
attractive terms.* It can also offer attractive prices 
for the wheat and the petroleum products of the Balkay 
states... . The financial sacrifice may be offset by ad. 
vantageous bargains elsewhere in the world. Germany 
does not have any such alternatives.”] 

“Barring the possibilities of a crack-up in German 
morale or the death or removal of Hitler from power,” 
General Wood resumes, “the prospect is for a long. 
dreary, ruinous conflict. These cold facts are beginning 
to be realized by the masses of all three belligerent 
countries and they must be beginning to question which 
is worse—a negotiated peace in the spring or a three 
year war. In spite of an apparently large body of 
opinion to the contrary, I believe, though I do not 
predict, that there is a possibility of peace in the spring.” 

Having thus appraised the prospects for long or-short 
war, the General proceeds to visualize the probable 
effects of either on our economy. 

“If a peace does occur, we will say, within the next 
six months, the effects on our economy should be rela- 
tively slight. The immediate effect in this country of 
the declaration of peace would probably be some decline 
in stocks and commodities though I do not feel this is 
necessarily true. It should not be a big decline because 
neither stocks nor commodities are on a high level. A 
short war would not permanently dislocate our present 

trade routes or per- 
manently alter estab- 
lished production and 
distribution in any 
country.” 

Let us interrupt 
General Wood for a 
moment at this point 
to hear from Mr. Juan 
T. Trippe, Pan Ameri- 
can Airways president. 
and Rear Admiral Em- 
ory S. Land, Maritime 
Commission chairman. 
on the extent to which 

_ our trade routes of the 
air and sea _ actually 
have been dislocated 
by the war to date. 

Tripre: “The unde- 
clared war in the Far 
East and the war in 

Europe have already greatly affected American air trans- 

port. While traffic west of Hawaii has fallen off, the 
demand for direct service to Australasia is greater than 
ever. European airlines serving South America have 
largely suspended. Next year larger and speedier [Pan 

American] equipment will go into this service. . . 

“It is on the Atlantic route, however, that the war has 
most seriously affected American aviation. When. war 
was actually declared in September the American service 
was immediately withdrawn from France and England. 


Wide World Photo 


Rear Admiral Emory S. Land 
Chairman, U.S. Maritime Commission 





_* But might not Holland supply Germany anyhow, even on less attrac: 
tive terms, as a means of forestalling German invasion ?—Ed. 
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New terminals were established at Foynes in the Irish 
Free State and at Lisbon for the southern route. Revi- 
sion of the Neutrality Act and establishment of combat 
areas closed the Irish Free State to American aviation 
as well as to American shipping. Pan American is 
carrying on its twice weekly schedule to Lisbon, however. 

‘Tam happy to state that the company expects soon 
to increase its transatlantic service. Within 90 days 
Pan American is to start a third weekly service. Just as 
soon as six new Clippers now well under way are deliv- 
ered, we expect to start a fourth, fifth and sixth weekly 
schedule across the Atlantic.” 

Lanp: “It is still too early to estimate the ultimate 
effects of the Neutrality Act on the merchant marine. We 
do know, however, that ports of call of more than--96 
ships turning in a gross revenue in excess of $50,000,000 
per year fall inside the proscribed combat area. We 
know that some of those vessels will find temporary 
berths elsewhere. Some have done so already. It is 
doubtful, however, that there is sufficient trade else- 
where in the world to employ them all in anything like 
regular service. Many other neutral maritime nations 
are after this trade. 

“There is, however, the possibility of selling abroad 
many of our older merchant vessels and when and if 
that is done you may assume a large part of the sales 
price will be employed in the acquisition of new tonnage. 
Such sales afford us an opportunity of disposing of a 
number of older ships at a far more satisfactory price 
than could be obtained under normal circumstances. 

“Losses in merchant 
marine tonnage abroad 
have been very heavy 
and it may be assumed 
that this destruction 
will continue for some 
time. The possibility 
of replacing during the 
war that tonnage which 
has been sent to the 
bottom is, of course, 
very remote if not non- 
existent. As a result, 
the new American mer- 
ehant fleet can acquire 
an advantage on many 
of the world’s impor- 
tant trade routes 
through the fast and 
efficient vessels both 
completed and under 
construction in the 
Maritime Commission’s building program. Ships are not 
built in a month or a year. It will take a number of 
years before the material effects of the destruction of 
the merchant tonnage in European waters has been 
liquidated.” 

It would appear from the foregoing that our young 
and lusty extra-territorial air transport industry is still 
making rapid progress despite war handicaps and that 
our merchant marine, despite current discomfiture due 
to war and neutrality legislation, may in the longer run 
substantially improve its competitive position among 
world shipping as a result of the war. 
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Resuming his analy- 
sis, General Wood, hav- 
ing considered the im- 
plications of a_ short 
war, discusses another 
alternative. 

“A long war, but one 
confined to the present 
belligerents and of the 
same character as we 
see today—call it a 
blockade, not a war— 
means that consump- 
tion of materials, mu- 
nitions and men would 
still be moderate. It 
might actually turn out 
that consumption of 
raw materials and 
goods among the belligerents would actually be less than 
it was prior to the war for restriction of consumption 
among the civilian population might more than make 
up the increased consumption of the armies. 

“In any case, the pattern would certainly not run 
parallel to 1915 and 1916 when enormous war orders 
poured into this country. Such orders today would be 
relatively small and the only industries that would be 
direct gainers would be the airplane and machine tool 
industries. 

“How great a volume of miscellaneous trade we may 
gain from neutral European and Latin American coun- 
tries is problematical. The European neutrals are apt to 
have their purchasing power badly crippled. Latin 
America has not the exchange available to pay. Whether 
we could solve this by increased purchases, by loans. 
by the gift or loan of gold remains to be seen. I believe 
the market is there if the customers can find a means 
of paying.” 

[ But, says de Haas: “Britain . . . will make a desperate 
effort to pay for imports by exports. . . . Exports are 
now regarded as important as the war industries them- 
selves. A strenuous campaign to maintain and increase 
exports will be undertaken. We are being told . . . how 
attractive are the opportunities which now open up for 
American exporters in many sections of the world, 
especially in Latin America. Are not Germany and the 
Allied countries unable to supply these markets? Theo- 
retically this may be correct but practically our export 
opportunities may be far less than is generally assumed. 
It is easy to be misled by the momentary rather spectacu- 
lar increase in American imports and exports. Indeed. 
exports last October were larger than in any month since 
October, 1937, and imports exceeded those of every 

month since November, 1937. But if we restrain our 
enthusiasm enough to take sober thought we shall be 
forced to admit that a large proportion of both increases 
can probably be accounted for by purchases made in 
fear of shortages.” ] 

General Wood continues: “While a war of this char- 
acter [long but passive and limited in scope] would not 
have the immediate or lasting effect on our industry and 
commerce that the Great War did, a war lasting three 
years would probably lead to the financial ruin of all 
three belligerents. The finan- (Please turn to page 312) 
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New Impetus for Tobacco Stocks? 


Tax Refunds May Be Temporary Help and Only One 


Company Shows Major Improvement in Position 


BY ROBERT LANE 


E:. a great many years the leading tobacco shares have 
been favorites with conservative investors. This has 
been especially true of large estates, which have not 
infrequently held substantial holdings of the better 
dividend paying cigarette stocks. That such a policy 
should have been followed is not surprising as can be 
seen from a casual glance at the record. Thus from 1910 
to 1938 cigarette production rose 1,900 per cent, a phe- 
nomenal rise in slightly less than three decades. Actually 
this meant a gain in consumption from 8 billion to 163 
billion cigarettes. 

During the better part of the past decade, however, 
tobacco companies have been faced with a multiplicity 
of economic problems, which have tended to affect earn- 
ings and sales drastically. The problem of raw materials 
has been accentuated by government agricultural poli- 
cies, which have in turn affected inventories. Increased 
taxes have likewise been a damper on profits and sales. 
Simultaneously the rate of cigarette consumption has 
decreased, though the long term trend still appears up- 
ward. In addition, growing competition inherent in the 
ten-cent cigarettes has emphasized, if anything were 
needed to do so, the necessity for large advertising out- 
lays. All of these factors, while having an adverse effect 
on some companies, have on the contrary resulted in the 
stimulation and spectacular growth of others. The im- 


portant question therefore arises as to whether these 
new factors indicate a period of stagnation and eventual 
decline for the industry as a whole? And secondly, which 
companies, if any, are apt to continue to show progress, 
and which ones are not likely to do so? 

A slump occurred in total cigarette sales from 1930 to 
1932, with a decline of 13.4 per cent (see table). Follow- 
ing 1932, consumption increased steadily to 1938, for a 
gain of 53 per cent. More recently, however, though 
demand increased from 1936 to 1937 by 6.1 per cent, the 
gain from 1937 to 1938 was less than 1 per cent. There- 
fore indications appear to point toward a slowing down 
in the rate of growth, which was quite probably due to 
the general industrial slump during the first part of that 
year, and the generally unsatisfactory business situa- 
tion at the time. It is interesting to note at this point, 
that theoretically at least, smoking and roll-your-own 
tobaccos increase in demand during generally slack peri- 
ods and tend to make up the difference lost by the 
higher priced popular cigarettes. Actually this division, 
during periods of depression when cigarette sales fall off, 
does show a better demand and an increase in sales. 
Nevertheless the long term trend of smoking tobacco has 
been downward since 1925, excepting the occasional 
spurt during such periods as already mentioned. 

Other tobacco products such as cigars and chewing 

tobacco have been in a declining trend 





Annual Domestic Cigarette Consumption 


(in Billions, estimated) 


Com- 
Lucky Chester- Old Philip Mentho- bined 
Year Strike field Camel Gold Morris lated Incl. 
Brands 10 Cent 
Geis sss 39.0 37.0 40.7 6.3 9.2 1.9 24.0 
a 38.5 38.0 45.0 7.9 7.5 2.6 19.0 
ae 37.0 38.0 43.0 6.8 5.0 3.7 16.0 
Dee ccees 32.5 36.0 37.0 5.3 3.8 4.1 13.1 
1934..... 33.5 33.5 32.0 5.0 2.8 3.3 13.0 
ae 37.5 29.0 26.5 5.5 (1) (1) 8.5 
es 37.0 21.0 24.6 5.7 (1) (1) 12.0 
er 44.6 24.6 33.0 7.6 (1) (1) 
1930..... 42.6 25.0 38.0 8.0 
1929..... 36.4 26.0 40.0 8.0 


(1) Included with “‘All others." 


for years, though snuff on the whole 
seems to be fairly well stabilized and 
fluctuations in demand change little from 
year to year. Since 1933 sales of cigars 
have gained somewhat, though volume 


fell off in 1938 compared with 1937. 
Pl Tots) 2TCAtest demand is to be found for the 
5-cent brands, though the 8- to 15-cent 
5.6 163.7 Cigars are popular. 
4.1 162.6 Other trends to be observed from a 
7s tnay study of the Table on this page is that 
2.5 1256 {from 1927 to 1931 Lucky Strike, spon- 
4.8 111.8 sored by American Tobacco, witnessed a 
od pend substantial growth in sales as a result of 
60 1196 an advertising campaign which appealed 
8.6 119.0 


to the general public. Starting in 1932 
Chesterfield, a Liggett & Myers product, 
jumped ahead and by 1936 its sales 
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Charles Phelps Cushing 


Tobacco field and drying shed in New England. 


passed those of Lucky Strike. On the other hand the 
management of Camel, an R. J. Reynolds & Co. product, 
decided to abandon newspaper advertising in 1932 with 
the result that sales in that year dropped 14.6 per cent 
compared with 1931. It was therefore necessary to renew 
advertising appropriations in the following year, and 
output consequently picked up. However, beginning in 
1933 the Philip Morris cigarette, sponsored by the Philip 
Morris Co., Ltd., initiated a new policy, and introduced 
a 15-cent product. The result was the most sensational 
in the industry during recent years, and consumption 
from 1934 to 1938 gained over 220 per cent. 

Another significant element is the growth since 1933 
in demand for 10-cent brands such as 


in consumption are more or less 
unpredictable with one brand 
maintaining the lead for two to 
five years and then very likely 
a competitor succeeds in turn. 
Since the rate of growth in total 
consumption of cigarettes is un- 
likely to in any way duplicate 
the past record it seems safe to 
conclude that the tendency in 
the industry from here on will be 
for one company to grow more 
or less at the expense of one or 
more of its competitors. The 
future sales of all companies will 
also be affected by the rate of 
industrial activity for the nation 
as a whole, since a high rate of 
production is likely to result in 
the continued popularity of the 
15-cent cigarette package. On 
the other hand industrial uncer- 
tainty will stimulate demand for 
ten-centers, which may eventu- 
ally lead to unstable price con- 
ditions throughout the industry. 

There is, however, a stabiliz- 
ing factor to be found in the set- 
up of major companies. This is 
due largely to their selling smoking and chewing 
tobaccos, and these lines tend to offset fluctuations in 
demand for popular-priced cigarettes. Thus American 
Tobacco Co. sells Bull Durham and Half and Half smok- 
ing tobaccos, while Liggett & Myers carries Granger and 
Velvet. R. J. Reynolds supplements its sales of Camel 
with Prince Albert, as well as lesser-known brands of 
scrap, plug and twist tobaccos for which demand is rela- 
tively stable. Philip Morris maintains the Bond Street 
and Revelation smoking tobaccos, though these brands 
constitute a small portion of aggregate sales. 

Large inventories are necessary, since the quality of 
each crop is not the same and (Please turn to page 314) 





Wings, the leader in this field, and 
Twenty-Grand, as well as Sensation, 
last year’s newcomer. Thus from the 
low of the depression to 1938 the ten- 
centers recorded an increase of 182 per 
cent. Theoretically consumption of these 
low-priced brands should increase dur- 
ing periods of business depression and 
reduced mass purchasing power, but 


R. J. Reynolds 


Operating Costs...... 
Inventories.......... 


while this is undoubtedly true the gen- Patio Moms 
erally lower purchasing power today aS Operating Costs...... 
Inventories.......... 


compared with the decade of the ’20s 
has had the primary effect of increasing 
the basic demand for the lower-priced 


Liggett & Myers 


products even during periods of marked Inventories.......... 
uplift in industrial activity. P. Lorillard 
ae ae 


From the foregoing it is evident that 
the popularity of cigarette brands shifts 
principally as a result of a concentrated 
advertising campaign that succeeds in 


Operating Costs...... 
Inventories.......... 


WE cc acie se scdsep ees 
Operating Costs... ... : 


Operations of Major Tobacco Companies 


Index Numbers—1934 — 100) 


1939 1938 1937 1936 1935 1934 
Se ee ne 130 139 133 115 100 
Saeed a 130 139 131 115 100 
eenaxes ee 153 152 126 108 100 
ee as ar (1)1168 1006 696 486 282 100 
ea caters (1)1126 967 679 475 278 100 
patatarale:s (1)1775 1360 1109 535 344 100 

100 102 100 

te a 102 104 100 

eo erate = 116 110 100 
Pa ee se ee ah 124 128 113 99.9 100 
Vawses : 123 129 112 99.7 100 
119 107 110 103 100 


(1) Fiscal year ended March 31. 





catching the public fancy. Thus shifts 
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As the Trader Sees Todays Market 


ANTICIPATING DOW SIGNALS 


BY FREDERICK K. DODGE 


I. ONE sense, the profits in buying and selling securities 
are gained through anticipating the purchases and sales 
of others at some time in the future. The investor looks 
months or years ahead, usually, while traders are more 
interested in what is going to happen over the next few 
weeks. Regardless of timing, the point is to foresee a 
source of demand or supply which will provide a reason- 
ably dependable price trend—other things being equal. 

This is elementary, but it has applications that re- 
quire considerable study and can occasionally be highly 
valuable. One with fairly clear recent examples is the 
possibility of anticipating the major signals under Dow 
Theory. Many people, followers of the Dow Theory and 
complete disbelievers alike, have been able to improve 
their results by looking ahead to what action might fol- 
low if the stock market were to behave in a certain way. 
They work on a probability based on a possibility. It is 
a possibility that the market will give a certain signal, 
after which it is a probability that the next movement 
will be in line with that signal. The advantage of hav- 
ing even a slight jump on the signal itself is very great. 

The Dow Theory, of course, recognizes three distinct 
types of market movements. The major, intermediate 
and minor trends are all going on at the same time, but 
not necessarily in the same direction. The minor move- 
ments are mere fluctuations from day to day or hour 
to hour without particular significance except as they 
contribute to the larger changes. In order to catch 
them consistently it is necessary to specialize in their 
study and to have a rather acute feel for the market. 
Attempts to anticipate them are common, but are not 
based in any way on Dow’s tenets. 

The major trend makes up what we call a bull or a 
bear market. It may last for less than a year or for a 
number of years, the bull markets inclining toward 
greater duration and the bear markets toward lesser. 
Prices must always be in a major trend, under Dow 
Theory. The market must be either a bear or a bull 
market even if the trend is apparent only to those who 
have studied and accepted the theory. Even to them, 
however, a change in trend is not made known until 
after it has oceurred and certain ensuing conditions in 
the intermediate movements have been fulfilled. 

Each leg of a bull market except the last is followed 
by a correction or intermediate downtrend, and the cor- 
rection coming after the last leg of the bull market is 
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actually the first leg ef the bear market. When the in- 
termediate downtrend in a major bull market is halted, 
then followed by a thrust into new high ground, that is 
a sign that the bull market is still in force. When the 
intermediate downtrend is succeeded by an uptrend 
which falls short of its predecessor, and when the market 
subsequently drops below the low point of the previous 
intermediate reaction, then the change in the major 
trend is signaled. 

Conversely, a decline in a bear market is expected to 
be interrupted by numerous rallies coming under the 
head of intermediate reactions. If after one of these ral- 
lies a fresh decline fails to set new lows, and then the fol- 
lowing intermediate movement exceeds the previous one 
—the bear market is over and a bull market is under 
way. The change actually took place weeks or months 
before, but only this particular action of exceeding a 
previous intermediate rally top after failing to make 
new lows constitutes the proof under Dow Theory. Fur- 
thermore, the proof is not complete until the rails form 
the same pattern of intermediate movements. 


The Setting for a Rise 


In the spring of 1938 the industrials and the rails made 
their lows on March 31 at 98.95 and 19.00, respectively. 
The industrials moved up from there fairly decisively to 
an intermediate high of 121.00 registered on April 16, 
while the rails did not make their top of 23.50 until May 
9. Meanwhile the industrials had fallen back and then 
made another try (not rated as an intermediate move- 
ment) which stopped at 119.43 on May 9. 

Both averages then fell back in a decline which halted 
on the last day of May at 107.74 for the industrials, but 
not until June 17 at 19.68 for the rails. The situation in 
early June was this: a move putting both averages at 
their closes decisively through the previous intermediate 
tops of 121.00 and 23.50 would give the signal that a new 
bull market had been under way since the last day of 
March when the industrials had closed at 98.95; a decline 
below the previous stopping points of 107.74 and 19.68 
would extend the intermediate downtrend and would 
point to the possibility that the bear market would soon 
be confirmed by penetration of the 98.95 mark. 

Between June 1 and June 18 the range in the indus- 
trials at its widest was 6 points, and that in the 
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ails slightly over 1 point. Volume started the month 
above the half-million-share level but soon fell below even 
that, and did not exceed it more than once until the late 
days brought a change. In the week ending June 18 
the average trading volume was less than 300,000 shares 
daily, with Saturday’s total only 105,000 shares. On that 
day the range between high and low of the industrials 
was 0.36 point and of the rails 0.07 point. The closing 
prices were 113.23 and 19.73, respectively. 

On Monday morning the industrials opened with a 
jump of over 2 points and by 11 o’clock had extended the 
gain to over 3 points. Volume in the first hour was up 
400 per cent over the first hour on Saturday; activity 
continued with the number of issues traded sharply 
larger and with greatest turnover in the perennial mar- 
ket leaders. The clearly indicated possibility right at 
that spot was that a move of such sudden vigor would 
be able to carry through 121. Since that would give 
the major part of a Dow signal, the probabilities were 
that the buying thus brought into the market would not 
only cause a confirmation by the rails but would also 
carry the whole market well through and beyond the 
signal point. 

Some might have been satisfied to buy for a trade after 
both direction and force were so clearly indicated, with 
the intention of selling on the strength to be added to 
the rise when the Dow signal was registered. Others 
might have seized the opportunity to acquire longer pull 
holdings in the belief that a bull market had truly be- 
gun, seeking to get in at more favorable prices than those 
obtainable by waiting. 

Those who waited for both rails and industrials to 
confirm the bull market got their signal at the close on 
June 23, when the industrials were at 127.40 and the 
rails at 24.60. They bought at the opening on the next 
day, with the industrials at 128.54. 

Those who bought upon penetration by the industrials 


received their signal of decisive penetration at the close 
a day earlier, and buying on the following opening found 
the industrial average at 124.45. 

Those who bought when the possibility of a penetra- 
tion first became emphasized by the volume of buying 
power coming into the market might have paid any- 
where between 115 and 119, according to the speed with 
which they accepted the indications. Many Dow The- 
orists were undoubtedly among those who anticipated 
the signal for which they had been waiting. Part of 
the carry-through of the succeeding rise, however, was 
due to the buying of Dow followers who had been hold- 
ing off for full confirmation, first by the industrials and 
then by the rails, of the fact that a bull market had be- 
gun. They paid up to 13% points in the average for this 
assurance which. had appeared a good probability long 
before its advent. 


Approaching Critical Point 


Less than a year later another opportunity of the same 
kind came along, but this time not so obvious and in the 
opposite direction. Dow Theory had placed the swings 
in the industrials at 158.41 in November, 1938, 186.42 
in January, 1939, and 152.28 in early March. Falling 
away from those highs the market had stabilized around 
138-140, but with a distinct drying up in volume and ac- 
tivity only on the way down. The critical point which 
would signal a bear market was 136.42 in the indus- 
trials. The close on March 29 was 139.75, then on the 
next day volume of trading doubled and the average 
went to 136.69 with the rails about as near their danger 
point. 

Each hour on March 30 registered a decline and the 
number of issues traded increased to a larger total than 
on any day since the last spell of acute weakness. There 
was no Dow signal, yet the (Please turn to page 311) 
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Growth Through Filling Basie Needs 


MELVILLE SHOE 


BY WARD GATES 


j a is the second in a series of discussions embracing a 
selected group of companies distinguished by an impres- 
sive record of sustained earnings and continuous divi- 
dends, over an extended period of time. The selected 
companies have in common one outstanding factor: their 
business is founded upon a basic product, distributed 
and sold at a price which assures mass consumption 
and a fair margin of profit. 


cember accounted for nearly $4,500,000. With payrolls 
and employment larger this year December promises to 
be a banner month, with an excellent chance that Christ- 
mas sales will exceed the record-breaking figures of a year 
ago. In addition the company will have the advantage 
of a 15-cent increase in the price of its Thom McAn line 
which became effective December 1. 

It is in fact quite likely that this 





Melville Shoe is such a company. 
What the Great Atlantic & Pacific Tea 
Co. is to the retail grocery business, 
Melville is to the retail shoe business. 
The company operates the world’s 
largest chain of shoe stores through 
which are sold about 8 per cent of all 
the shoes purchased in the United 
States every year. To assure itself of 
this substantial share of consumer 
patronage, the company emphasizes 
style and price. In its Thom McAn 
stores, men’s and women’s shoes are 
sold at prices averaging slightly more 
than $3.00 a pair, while prices in the 
John Ward stores range from $5.00 to 
$8.00 a pair for men’s shoes. 

As of April, 1939, Melville’s retail 
chain extended into 39 states and the 
District of Columbia and numbered 
671 units. Of these 636 were Thom 


because— 
since 1929. 
than in 1929. 


dends regularly. 


three years. 


The companies 
series of articles 


1. They earned money every year 
2. They will earn more in 1939 
3. They have been paying divi- 
4. As a group they will pay 50 per 


cent more this year than in 1929. 


5. They are selling considerably 
below their highs of the last two or 


December may prove a significant 
month in the company’s history 
in more ways than one. Up until the 
present time Melville has engaged in 
no manufacturing activities. Now the 
company proposes to merge with the 
J. F. McElwain Co., which supplies 
about 85 per cent of Melville’s shoes, 
while the latter in turn absorbs about 
92 per cent of McElwain’s output. 
The fact that the activities of these 
two companies are complementary 
leads to the assumption that the 
merger is a logical one and should re- 
sult in important economies. It may 
also be assumed that the manage- 
ment of Melville is well aware that by 
entering the manufacturing field it 
must be prepared to meet new prob- 
lems, notably those of an inventory 
nature which are bound to enter into 


covered in this 
are outstanding 





McAn stores, 12 John Ward, 9 Frank 

Tod and 14 Thom McAn leased departments. In 1938 
these stores sold 10,146,182 pairs of shoes. It will be 
recalled that for business generally 1938 was not a very 
prosperous year—much less so than 1937. Melville, how- 
ever, was successful in maintaining unit sales within 1.6 
per cent of the 1937 level. Moreover, during Christmas 
week a year ago the company sold nearly 420,000 pairs 
of shoes, the heaviest volume of business for any Christ- 
mas week in its history. 

In the sale of hosiery, a natural sideline, the company’s 
showing in 1938 was even better. Last year a total of 
11,732,164 pairs of hosiery were sold, an increase of 8.1 
per cent over 1937. 

In the first 44 weeks of 1939, the company’s sales ran 
6 per cent ahead of the same period in 1938, and with 
the biggest selling season still ahead. Of total sales last 
year amounting to some $36,000,000, the month of De- 
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the processing of such a volatile raw 
material as hides. There have been numerous examples 
in the past of well-to-do companies which have sought 
to extend the scope of their influence through mergers 
and acquisitions only to find out too late that they had 
bitten off more than they could chew. However, and in 
the absence of any evidence to indicate the contrary, the 
Melville-McElwain merger can be set down as logically 
conceived and likely to be productive of mutual ad- 
vantages. 

For the purpose of facilitating this proposed merger, 
Melville will reclassify its outstanding preferred and 
common stocks. Each share of the company’s 6 per cent 
preferred stock ($5.00 par) will be exchanged for 11/200 
shares of new 5 per cent convertible preferred stock 
($100.00 par), while the present common stock will be 
exchanged for two shares of new common stock and 
1/10 share of new preferred. (Please turn te page 311) 
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About Ready 


for Press 


This outstanding investment 
book appropriately illus- 
trated with graphs and sta- 
tistics. Handsomely bound, 
regular book size, it will 
make a valued addition to 
your library. Reserve your 
copy ... today. 


1940 will be a crucial year for you as an investor. Forces of 
war and of peace ... of Presidential campaigns and elections 
... will intensify opportunities and hazards that develop. 


Fully recognizing your problem and the urgency of keeping 
your investments in line with conditions, Mr. A. T. Miller is 
just completing “How to Mobilize Your Securities in 1940.” 
And this new work reflects the sound judgment and foresight 
which has established Mr. Miller as a foremost contemporary 
authority in anticipating modern market movements. 


This practical and valuable book will tell you: 1. How to 
recognize the trend .. . up, down or shifting. 2. How to profit 
by it... how to take advantage of opportunities that arise. 


To be prepared, you must have a plan of action before . . . not 
after... the present uncertainty in business and the market 
hecomes obvious . . . a program ready for instant application 
shaped to meet its own set of contingencies. 


— 
—s 


—— For Details of This Special Offer — See Next Page — 


— An Essential New Book for the Investor — 







A Balanced Workable Program for the 


Small and Large Investor in 1940 


A. Offensive—Making All Your Assets Work 


for You. 


Capitalizing an uptrend in all lines—heavy indus- 
tries and depressed situations that have most to 
gain. Knowing the types of backward issues to 
avoid. Wide capital appreciation the objective. 
Suggested industries and individual stocks. 


. Defensive—How to Prevent Unintentional 


Speculative Risks. 

With business and the market reactionary or in 
a downtrend—Income maintained with steady earn- 
ers... capital risks confined to storm-cellar issues 
. . . assets mobilized for quick action. Specific 
portfolios included . . . bonds, preferred and com- 
mon stocks. 


>. Neutral—Preserving Liquid Resources for 


Use at Psychological Moment. 

Shifting trends in an uncertain year present oppor- 
tunities for short-term appreciation. What policy 
to follow in absence of well-defined trend. What 
industries hold potentialities for independent 
growth. What stocks to trade in—and when, 






An Ideal Christmas Gift Opportunit 





Profitable as well as Appropriate 
Give The Magazine of Wall Street 


The Service Magazine on Investments, Business and Current Affairs Is 


To Yourself, Father, Son and Business Associate 
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\\ HAT more meaningful and lasting gift can you give than one which contributes to 
the knowledge and improved judgment of the recipient? . . . especially in view of the 
kaleidoscopic period ahead in 1940. — 


It will be suggestive of ideas which can be used practically and profitably—and will prove ee 


an inspiration to greater accomplishment. Each fortnight . . . 26 times throughout the title. Mo 
coming year ... the recipient of your gift will be reminded of your thoughtfulness. He Png 
will read it with interest — then with eagerness, because he will gain an insight into articles of 
securities and business which he never believed he could acquire so easily. vege 
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“At the beginning of this year, I '98 low to 
Mail the ceupon below with your remittance today. Your gift sub- received a gift of your Magazine '38 high to 
scription will start with our Christmas Number. And—vwe will from one of my friends. This year '39 low to 
send you our new book, “How To Mobilize Your Securities in 1940”, I “7 " oe my — vane Average 
immediately upon publication. Confidential Inquiry Privileges on Ml thi rye Pacts sag 
3 securities at a time are included free, as well. I can think of no better gift be- With no 
cause I know it will prove as time litt 
valuable to them as it has to me. 


H. S., St. Louis, Mo. 


Your Executives and Employees—-who will find it a means of broad- 
ening their business perspectives with resultant ability to do better 
work for you. 


Your Son and Daughter—who will value it for bringing them in 
touch with vital events shaping the practical side of their lives. 


Yourself—hecause it offers you the most effective investment 
. y . 

guidance you can get anywhere, regardless of the price you pay 
. . + plus the value of a unique business service. A Subscriber’s 
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C} I enclose $7.50 for 1 year of THE MacazinE oF WALL STREET 
including — 


° ‘sft . . 
ob Gsiffts 1930... 
931. 

1. The Magazine of Wall ihe 
Street for 1 year...... - ie 
2. Confidential Inquiry , 1935... 

oo eeererrr Te FREE 1936... 


1937... 
3. Our Important New Book, 1938... 





1. The Magazine of Wall Street for 1 year ... 26 issues 

2. Confidential Inquiry Privileges . . . FREE. 

3. “How To Mobilize Your Securities in 1940” balue 
$2.50 . FREE 
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per year each. () Christmas gift cards will be mailed on request. 


Foreign Postage $1 a Year Additional, 


For *7.50 | -” 
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THE LAMBERT CO. 
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BUSINESS: The well known trade name "Listerine’ belongs to this 
company and for a good many years a mouth wash was sold under this 
title. More recently other toilet products have been introduced under 
this name. Additional products such as tooth paste, tooth powder, 
shaving cream and cough medicine have been added to the line of 
articles offered, and are widely advertised. In 1930 further diversifica- 
tion was obtained with acquisition of Pro-phy-lac-tic Brush Co., maker of 
various tooth and other brushes as well as a shaving cream. These are 
sold under various advertised trade names throughout the United States 
as well as abroad. 


FINANCIAL POSITION: Capitalization is sound consisting of only 
746,371 shares of (no par) common stock. Finances during the past 
six or seven years have been maintained along conservative lines. Cur- 
rent assets, as of December 31, 1938, were $5,246,608; cash, and U. S. 
securities, $2,748,071 in contrast to $915,003 current liabilities. Ratio 
of current assets to current liabilities was 5.7 to |. Indicated inventory 
turnover, based on gross sales, was 6.8 times last year. 


OUTLOOK: The conservative capital set-up and able handling of 
finances indicated by statements issued in recent years is all to this 
company's benefit. Falling off in public favor of oral antiseptic prod- 
ucts and increasing competition have been chiefly responsible for de- 
cline in earning power. As a consequence of this management intro- 
duced diversified line of merchandise and also lowered selling prices. 
It still remains to be seen just what results these policies will have with 
regard to earnings. 


MARKET ACTION: Market Lambert's movesin 
Lambert Average relation to average 

‘37 high to '38 low....... 65% decline 64% decline 1% wider 

'38 low to '38%high....... 100% advance 76% advance 31% wider 


‘38 high to '39 low....... 17% decline 34% decline 50% narrower 
'39 low to '39 high....... 28% advance 44% advance 36% narrower 
Average volatility on four moves 29% less than M. W. S. index of 316 common stocks. 


COMMENT: Recent price—I6. As indicated above market action of 
these shares is relatively low compared with general list of securities. 
With no reasonable basis for estimating future of company at present 
time little interest is likely to develop from a speculative viewpoint. 


Ten-Year Record 


Gross Sales NetIncome Net Per Price 

Year (millions) (millions) Share Dividends Range 
1929. Soe : $7.3 $10.04 $8.25 15714-8014 
1930... oe eo 7.4 9.52 8.00 113 -70%, 
1931. Bae, oe 6.4 8.23 8.00 877g-401/, 

See ae ater 3.9 5.08 7.00 5634-25 
1933... ers aka 2.3 2.99 4.00 4114-194 
Ue tes 2.2 2.96 3.00 3134-2214 
_. ee $11.2 1.5 2.03 2.75 2814-213 
WM decd i ars 10.8 1.3 1.70 2.00 2634-1574 
ee 10.8 1.2 1.54 2.00 24 -10%, 
re 10.9 1.3 1.71 1.50 17 - 8% 

3 mos. ending: 

31,1939. neds 4 58 3714 1814-14 
June 30, 1939... rer | 29 371% 1714-1414 

Sept. 30, 1939... aan 4 57 3712 1634-14 
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Low-Priced Stocks Paying Dividends 








P. LORILLARD CO. 





P. LORILLARD 


1938 








1939 








BUSINESS: "Old Gold" is principle brand of cigarettes promoted by 
management in recent years, though old line scrap tobacco products 
are “Beechnut" and "Bagpipe" and "Havana Blossom." Plug chewing 
tobaccos are sold under trade names of "Planet" and "Climax." Also 
makes medium and low priced cigars such as "Muriels" and “Rocky 
Fords," which sell 2 for 5 cents. Within past year or so company ini- 
tiated sale of a ten-cent cigarette with "Sensation" as latest comer in 
this price field. Well. known brands of Turkish cigarettes are ‘Helmar,” 
"Turkish Trophies,” ‘Murad," “Mogul” and "Tally-Ho." 


FINANCIAL POSITION: Possibly as a result of a reduction in adver- 
tising expenditures this company has been able to maintain a relatively 
better financial position than some of its competitors. Current assets, 
as of December 31, 1938, amounted to $49,946,975; cash and U. S. 
Government bonds, $6,647,840, or well in excess of total current liabili- 
ties of $2,079,681. Working capital ratio stock: 2.5 to |. Cash has de- 
clined to the past five years by $13,920,955, while inventory account in 
the same period gained $6,475,304. Funded debt totaled $11,819,450. 
Junior to these obligations were 98,000 shares of 7% cumulative ($100 
par) preferred stock and 1,871,877 shares of ($10 par) common. 


OUTLOOK: Sales declined in 1938 compared with 1937 though earn- 
ings probably improved, as already mentioned, because of reduced ad- 
vertising appropriations. However, progress in sale of Old Gold has 
been mediocre. Present lower prices for raw tobacco may improve 
company's status and inventory position, but since latter is figured on a 
three-year average basis the gain in earnings will be small. 

: Lorillard’s moves 
MARKET ACTION: F pened in odine to avge. 
‘37 high to '38 low...... 64% decline 18% narrower 
*38 low to '38 high...... 716% advance 23% narrower 
*38 high to '39 low....... 1% decline 34% decline 97% narrower 
*39 low to '39 high..... : 57% advance 44% advance 29% wider 
Average volatility on four moves less than M. W. S. index of 316 common stocks. 


Lorillard 
52% decline 
58% advance 


COMMENT: Recent price—23. Shares move in relatively narrow range 
and future prospects for company at moment are unimpressive. 


Ten-Year Record 


Net Sales Netincome Net Per Price 
Year (millions) (millions) Share Dividends Range 
1929... $1.3 $ .29 (1)3114-144%4 
1930.. 3.6 1.48 (1)281,4- 8% 
1931. 4.8 2.12 MeRS (1)217%-10 
LC eee 4.5 2.02 $1.20 (1)183%4- 9 
a ; 2.3 .89 1.20 (2)2514-10% 
1934 $59.1 2.8 1.15 1.20 (2)2214-15% 
1935. 59.1 3.0 1.26 2.20 (2)2614-1814 
SEAS én. fades 67.1 3.5 1.51 1.80 (2)2614-2114 
i. re 75.9 2.2 85 1.20 (2)2854-15% 
ae 73.8 4.0 1.78 1.40 (2)2134-13% 
March 4 a1539. ; eat .20 243/-20% 
June 30, 1939... ‘ ; ; -30 24 -191%4 
Sept. 30, 1939. ; - , ame -30 24 -20% 
(1) No par. (2) $10 par. 








MID-CONTINENT PETROLEUM CO. 


Low-Priced Stocks 
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BUSINESS: Though one of the smaller units in the oil industry this 
company has a well integrated organization with producing, refining and 
marketing facilities. Transportation of crude is obtained through pipe- 
lines owned by the company, and marketing is accomplished by 1,675 
bulk distributing agencies and 2,000 controlled service stations. 


FINANCIAL POSITION: Sound capitalization with no funded debt 
and 1,857,912 shares of ($10 par) common stock outstanding. As of 
September 30, 1939, current assets totaled $22,725,472; cash and U. S. 
Treasury notes, $10,614,076 and current liabilities, $3,534,693. There- 
fore the ratio of current assets to current liabilities stood: 6.4 to |. 
Since earnings have been satisfactory during recent years company has 
been able to maintain a strong financial position, and in 1938 depre- 
ciation and depletion were equal to $1.55 per common share. During 
recent years some low cost oil land was developed, which reduced oper- 
ating costs and depletion charges somewhat. Acquisition of new pro- 
perties has been accomplished out of earnings. 


OUTLOOK: Immediate future appears hopeful, though nothing in the 
way of spectacular developments is likely. Final earnings for this year 
should better those in 1938. Though company's own properties are 
sufficient for maintenance of needed supply of crude oil, as a result of 
proration it has been necessary to purchase approximately 50 per cent 
of total from outside sources. Liberal dividend payments seem likely 
to continue with a $0.35 disbursement made December Ist, an increase 
of $0.10 over the last dividend. 


MARKET ACTION: Mid- Market Mid-Continent’s 
Continent Average moves in rel. to av. 

"37 high to '38 low....... 65% decline 64% decline 1% wider 

"38 lowto '38high....... 84% advance 16% advance 10% wider 

38 high to '39 low..... ; 51% decline 34% decline 50% wider 

‘39 lowto '39high....... 62% advance 44% advance 41% wider 


Pr es volatility on four moves 25% greater than M. W. S. index of 316 common 
ocks. 


COMMENT: Recent price—I5. Stock generally lags behind the oil 
group and is considered a secondary issue within this industry. Con- 
sidering the speculative nature of the industry in which this company is 
engaged the market for these shares is relatively stable. 


Nine-Year Record 


Gross Sales Netincome Net Per Price 
Year (millions) (millions) Share Dividends Range 
PETS ; $1.4 $ .80 $2.00 33-11 
eer rer : d4.9 d2.67 .50 163%4- 5 
| BSS ; d2.0 d1.12 Mra B8he- 3% 
| a a 41.7 d .95 sees 16 - 3% 
___. Sea e $29.1 8 45 50 1434- 91/2 
SEE Oe 34.2 2.4 1.31 40 20%- 9 
See 40.3 4.7 2.57 1.15 30%-17% 
SS 41.9 5.3 2.86 1.50 3534-14 
aS ae 38.4 1.0 -56 -60 225-1214 
3 mos. ending: 
March 31, 1939. (1) 7.7 d .03 d .02 er 1614-13 
June 30, 1939... (1)10.0 6 36 -25 1434-111/, 
Sept. 30,1939.. (1) 9.6 4 «26 sae 18 -11% 


(1) Net sales. (d) deficit 
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BUSINESS: An old line liquor concern, which prior to the repeal of 
prohibition was engaged in sale of medicinal spirits, this unit is a leader 
in the distillery field. Among its better known brands of rye spirits and 
bourbon whiskey are Old Grand-Dad, Sunny Brook, Mount Vernon, Old 
Overholt and Old Taylor. Makes Gilbey's gin and De Kuyper cordials. 


FINANCIAL POSITION: As of December 31, 1938, outstanding funded 
debt amounted to $13,845,000 of 4!/,% debentures due 1945. These 
were retired in May, 1939, by issuance of $22,500,000 convertible 
debentures having a 3!/,% coupon and due in 1949. Conversion is on 
basis of $35 a common share for the first $7,500,000 bonds surrendered 
for this purpose; $40 a share for the second $7,500,000 and $45 a share 
for the third $7,500,000 bonds. Junior to this funded debt there is 
2,036,896 shares of (no par) common stock. At the 1938 year-end cur- 
rent assets totaled $49,494,402; cash, $1,715,991 and current liabilities, 
$8,667,579. Working capital ratio stood: 5.7 to 1. New bond issue was 
used to retire $1,000,000 bank loans outstanding at end of last year. 


OUTLOOK: Company has spent most of this year adjusting prices 
downward in line with trends predominant throughout the industry. 
Major part of this adjustment is now believed to have been accom- 
plished, and a satisfactory fourth quarter is anticipated. Now has 
line of three year old whiskies as well as some of the better known and 
more popular brands, which hold a preferred competitive position. 
Financially this unit is one of few liquor companies entirely free of bank 
loans, and necessary rebates given customers as a result of price 
changes have now been taken care of. Immediate outlook is somewhat 
improved, though bitter price competition is likely to continue. 


MARKET ACTION: National Market Distillers’ moves in 
Distillers Average relation to average 
37 high to '38 low....... 51% decline 64% decline 20% narrower 
'38 low to '38 high....... 74% advance 716% advance 2% narrower 
38 high to '39 low....... 30% decline 34% decline 10% narrower 
039 low to '39 high....... 41% advance 44% advance 1% narrower 


Average volatility on four moves 9% less than M. W. S. index of 316 common stocks. 


COMMENT: Recent price—23. As a result of increased supply of 
aged whiskies price competition in recent years has become greater. 


Ten-Year Record 


Net Sales NetIncome Net Per Price 
Year (millions) (millions) Share Dividends Range 
|. ee $ 5.4 $ 6 $1.42 eens 58 -15 
WON reac 4.2 3 1.23 $2.00 3914-18 
ee 4.7 3 1.48 2.00 3634-16 
ae 3.1 5 52 1.50 31-13 
RB ices: 15.5 6.0 3.23 os 124 74-16% 
eer 50.0 11.0 5.51 rey) (1)3154-16 
ae 52.5 7.0 3.44 2.00 3414-2314 
eee 67.6 7.7 3.81 2.00 3334-255 
ee 61.9 7.8 3.86 2.00 35 -17 
BORO 26h scsi. 63.9 7.8 3.85 2.00 30 -17%4 
Mack 34 ani0. ee 1.3 67 .50 2814-235 
June 30, 1939... ae 7 36 50 2654-2314 
Sept. 30, 1939. . es 1.0 51 1.00 2676-20 


(1) Prices follow 3 for 1 split. 
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SOUTH PORTO RICO SUGAR CO. 


Paying Dividends (contd) 


TWENTIETH CENTURY-FOX FILM CORP. 
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WSINESS: Though organized as a holding company this unit controls 
valuable sugar properties in Puerto Rico, which produce two-fifths of 
fotal annual output, while the remainder is produced by low cost pro- 
perties in Santo Domingo. Russell & Co. is the sugar producing sub- 
jidiary located in Puerto Rico and in November, 1938, the Government 
tf Puerto Rico started litigation against this company. Purpose of suit 
isan attempt on part of Government to limit holdings of land by com- 
pany in accordance with law stipulating that not over 500 acres can be 
held by any individual corporation. Russell & Co. owned approximately 
1500 acres. 


FINANCIAL POSITION: Conservative capitalization consists of 50,000 
thares of 8% cumulative ($106 par) preferred stock and 745,734 shares 
of (no par) common. Current assets, as of September 30, 1939, 
mounted to $10,517,045; cash and securities, $7,099,204 and current 
labilities, $805,267; thereby making the working capital ratio: 13 to |. 


OUTLOOK: Output from Puerto Rican properties normally contributes 
largest portion of income, since this production is admitted duty free 
to the United States. Dominican production is sold in world market. 
Though this company has done considerably better than the average 
wgar concern over a long period, immediate outlook is closely tied-up 
vith the present European War. Continuance of war is certain to ac- 
centuate demand and price for sugar. Suspension of tariff restrictions 
by United States on September 11, 1939, has broadened market and 
increased earnings. According to president of company output in 1940 
vill be increased. 


MARKET ACTION: South Porto Market South Porte Rico's 
Rico Average moves in rel. to av. 
‘Thigh to 38 low....... 61% decline 64% decline 4% narrower 
‘#8 low to '38 high...... . 10% advance 16% advance 71% narrower 
‘high to '39 low....... 50% decline 34% decline 41% wider 
low to 39 high....... 150% advance 44% advance 240% wider 


oa volatility on four moves 69% greater than M. W. S. index of 316 common 
$, 


COMMENT: Recent price—25. From the above tabulation it is read- 
ily discernible that the market fluctuations have increased perceptibly 
vith the prospect and actuality of war. A long drawn out war should 
wee this stock selling at substantially higher levels, whereas an early 
peace should witness a repetition of former marke* action during the 
past decade. 


Eleven-Year Record 
Sales and Net 


Receipts Income Net Per Price 
Year (millions) (millions) Share Dividends Range 
1999... 0. $15.2 $2.2 $2.52 $2.50 45-22% 
1990....... 14.3 1.5 1.49 1.70 3034-101/g 
1931... i, BS 1.2 1.20 .35 1Te= 6% 
1932... 13.7 2.3 2.54 40 18%4- 41 
1993....... 12.4 2.0 2.22 1.80 4810-1578 
1934... . 93.4 1.8 1.95 2.40 3934-20 
1935... 11.0 1.7 1.82 2.00 2834-26 
| ae 12.7 2.6 3.00 3.25 3514-26 
ae 14.0 2.5 2.87 3.05 4219-201 
ae 11.0 1.2 1.12 1.75 28 ~1612 
ae 10.4 1.9 2.11 1.50 359-14 


lhumbnad Stock #hpvuaeal 
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BUSINESS: As one of the leading motion picture companies this or- 
ganization has distribution facilities throughout the world. A pioneer 
in the development of newsreels, the Fox Movietone News Section main- 
tains central offices in Sydney, Australia; Paris, London, Berlin and New 
York. Through a 42 per cent interest in National Theatres Corp. it 
maintains an influential position in some 400 theatres in the United 
States as well as approximately 90 in Australia. As a result of working 
control of the Gaumont-British Pictures Corp., Ltd., distribution through 
300 picture houses in England is available. 


FINANCIAL POSITION: Entire capital set-up consists of 938,745 
shares of $1.50 cumulative convertible (no par) preferred stock and 
1,741,984 shares of (no par) common. Conversion privilege is at rate 
of 1\4 shares of common for each share of preferred. Current assets, 
as of December 31, 1938, totaled $30,561,585; cash, $6,502,168 and cur- 
rent liabilities, $6,211,515. Ratio of current assets to current liabilities 
stood: 4.9 to |. Included in current liabilities was $1,000,000 owed the 
banks. Company was reorganized in 1933 and fixed obligations were 
eliminated at that time. 


OUTLOOK: Under the direction of J. M. Schenck and D. F. Zanuck 
company has made outstanding progress in recent years. Nature of 
business is essentially highly speculative, and with restrictions in sale to 
European market as a result of the war further difficulties are to be ex- 
pected as well as with foreign exchange. As a consequence of this 
there has been some talk of limiting the production of expensive fea- 
ture pictures, which might not necessarily work to the detriment of the 
shareholders in the long run. Stockholders in motion picture units 
should not, however, overlook the threat implied in the development 
of television even though views as to its ultimate effect on this company 
are bound to differ. 


: i Twentieth Century's 
MARKET ACTION: = Tenis «= Average moves in vel. to a¥4 
37 high to '38 low....... 60% decline 64% decline 6% narrower 
38 low to '38 high....... 71% advance 16% advance 6% narrower 
38 high to '39 low....... 58% decline 34% decline 10% wider 
39 low to '39 high....... 120% advance 44% advance 170% wider 


* eas volatility on four moves 57% greater than M. W. S. index of 316 common 
stocks. 


COMMENT: Recent price—!3. With improvement in earning power 
activity in these shares increased. Unsettled conditions, participating in 
foreign markets, lead directors to pass dividend which would have been 
due on Sept. 30, 1939. 

Four-Year Record 


Gross Net 


Income Income Net Per Price 

Year (millions) (millions) Share Dividends Range 

reer (1) 42.4 (1)$3.0 $ .86 oe 24%-13 
1936 .(2) 51.6 (2) 7.7 3.55 $2.00 3856-2214 
, | re (2) 56.1 (2) 8.6 4.12 2.50 4014-1814 
SORE « «cence (2) 58.2 (2) 7.2 3.35 2.00 2834-1616 
Iori” ; x $39°° . 14.2 1.2 .50 50 2614-185 
July 1,1939.... 12.9 1.1 -43 50 22 -16% 

Sept. 30, 1939. . 12.9 * 27 mere 2114-12 


@) 52 weeks. 


(1) 53 weeks ended Dec. 31. 

















Southern Rail Rates 


Since it involved only a handful 
of manufactured or processed items, 
the I. C. C’s recent decision in favor 
of lower southern rail rates will be 
of little immediate impor- 
tance either to shippers or 
to the railroads them- 
selves. Insofar as it may 
foreshadow an all-round re- 
duction of southern rail 
tariffs, however, the Com- 
mission’s ruling bodes well 
for southern industry. Nor 
are principal roads of the 
area upset at the prospect 
for, in addition to increased 
overall business, lower rates 
may lead to the recapture 
of much traffic now handled 
by trucks. Meanwhile, the 
nation’s rails at large are re- 
porting the best operating 
results for this time of year 
since 1930; heads of the 
larger systems report that 
ne letdown of more than 
usual seasonal proportions 
has yet been detected. As a 
result of the war, southeastern 
carriers especially look for 
booming passenger business 
this winter. 


U. S. Rubber makes them big and little. 
the largest made in the world. The small one, a standard 


Headaches in Hollywood 


Though overseas business has not 
been as seriously affected by the war 
as was first anticipated, the movie 
industry's immediate earnings pros- 
pects are still regarded as something 
less than stupendous. The upturn 
in domestic theatre receipts that was 
counted on to offset the decline 
abroad has thus far failed to de- 


298 


For Profit and Income 





velop. Moreover, the 10% wage ad- 
vance recently granted to some 
23,000 studio workers has added an 
estimated $3,000,000 annually to 
production payrolls. Film rentals in 
Great Britain, most important for- 





U. S. Royal. 


eign market, are running about 80% 
of normal but a more disturbing fac- 
tor is the decline in the pound to- 
gether with increasing exchange 
restrictions. Some concerns were 
foresighted enough to hedge against 
the latter contingencies before hos- 
tilities began but the protection thus 
gained is temporary. 


The big one is 





Corporate Briefs 


Elevation of Charles Y. Freeman to 
the chairmanship of Commonwealth 
Edison, an office left vacant by the 
recent death of James Simpson, indi- 
cates a continuation of the 
management policies _ ini- 
tiated by the latter. * * * 
October net of Phillips Pe. 
troleum was the highest for 
any month in almost two 
years. Full year results 
should top the $2.03 per 
share reported for 1938. * ** 
End of the 55-day Chrysler 
strike found the company 
with an order backlog of 
200,000 units, enough to keep 
plants busy for two months. 
Recently reported third 
quarter net was $1.35 a share 
against 22 cents a year 
earlier. 


War Industry 


With foreign business now 
topping domestic in most im- 
portant sectors of the me 
chine tool trade, the latter 
has assumed the status of 
primarily a war _ industry. 
Some concerns are under 
stood to be booked solid un- 
til 1941. An interesting side- 
light is the recent report that 
the French government is negotiat- 
ing for the purchase of entire plants 
which they plan to dismantle, ship 
abroad and reassemble over there. 


Heartening Outlook 


While only a moderate rise 
overall construction activity is fore- 
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cast for 1940, current and prospec- 
‘ive business of leading building sup- 

companies should result in some 
pleasant earnings reports for stock- 
jglders. Fourth quarter profits gen- 
sally will be sharply ahead of a year 
yo, and for 1939 as a whole gains 
of 50% and upwards will not be at 
all exceptional. The B.L:S. index of 
building material prices, covering a 
broad list of items, is up about 4% 
ince the beginning of the year, the 
most notable advances having oc- 
curred in lumber, roofing, paint ma- 
rials and concrete. The gypsum 
companies and cement producers are 
doing particularly well. A generally 
firmer price structure, together with 
a higher rate of operations in virtu- 
ally all lines, has added substantially 
to the industry’s profit margins. 





More Earnings Estimates 


The Street’s usual year-end pas- 
time of estimating earnings has re- 
silted in the following: Borg Warner 
—$2.25 vs. d$0.01; Hercules Powder— 
$3.90 vs. $1.95; National Dairy—$2.00 
ys. $1.70; U. S. Rubber—$3.00 vs. 
$0.43; Crane Co.—$1.50 vs. d$0.25. 
By and large, estimates now coming 
tohand indicate that the most spec- 
tacular gains over a year ago are 
being scored by companies in the 
heavy industry and volatile com- 
modity groups. 


Merry Christmas 


A number of factors combine to 
point to the best holiday retail mer- 
chandising season since 1929. Chief 
factor is the recent and continuing 
contraseasonal gain in factory em- 
ployment and a consequent expan- 
sion in industrial payrolls. Also 
swelling the total of consumer buy- 
ing power is the current shower of 
dividends falling into the hands of 
stockholders. A longer shopping pe- 
riod as a result of the earlier Thanks- 
giving Day is likewise counted on 
to work in favor of increased pub- 
he buying as is the fact that finished 
goods price advances have in general 
been held to minimum proportions. 
Important beneficaries will be such 
merchandisers as the department, 
dry goods and specialty stores, while 





ore- 






even greater percentage sales gains 
may be recorded by producers and 
distributors of such consumers’ dura- 
le goods as automobiles, refrig- 


| erators, furniture, etc. 
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Preferred Stocks with First Claim to Earnings 


The twenty-five preferred issues listed below are not preceded by any funded debt and 
thus have first call on earning power. 


Earned per Share 


Year 

1938 
American Chain & Cable $5 Conv......... $14.66 
American Smelting & Refining $7......... 21.22 
Corn Produets Refining $7................ 39.69 
CeO ROUEN SOs 65550 csecccces scence 281.22 
Emdieolt Calne SS 55.65 cccccccicncceaine 11.73¢ 
Candee Wain GOs cc 5.5 ois os cin ckewncte 30.88 
Cee: eae era 24.14 
General Foods $4.50...........00sc0c00. 90.51 
Genel Motte SF... 55 iccccccwcrccese 55.67 
Hamilton Watch $6..................... 19.97 
Household Finance $5................... 34.23 
International Harvester $7................ 22.62 
Sele IARAINO TP «60 ccs ck cievsvnsvocoes 19.40 
Loose-Wiles Biscuit $5.................. 24.27 
Monsanto Chemical $4.50 A............. 31.51 
Monsanto Chemical $4.50 B.............. 31.51 
Watlonal SiscWlO GP... oo ie nce Se ees 51.60 
CEE Os ooo so ok cc otinncic ct ccccs 29.43 
Standard Brands $4.50................... 43.61 
OES Ce Gown cic oes ioiecc cans 60.41 
Universal Leaf Tobacco $8............... 24.60f 
Walerede 90:50 Wo icin oes ince 20.683 
Wesson Oil & Snow $4 conv............. 10.49h 
Westvaco Chlorine $1.50 conv............ 4.19 


a—Six months ended June 30. b—24 weeks ended June 17. 
g—Fisecal year ended Sept. 30. h—Fiscal year ended Sept. 2. 


Deficit. —Fiscal year ended June 30. 
NA—Not Available. 


Present Recent 
9 Mos. Call Market 
1939 Price Price Yield 
$11.59a 105 112 4.46 
10.86a NC 142 4.92 
28.78 NC 174 4.02 
141.006 NC 170 3.52 
NA 105 109 4.59 
14.15 NC 146 5.48 
9.73 NC 110 6.36 
83.18 110 118 3.81 
59.72 120 123 4.16 
13.71 105 104 5.76 
25.27 110 110 4.55 
NA NC 164 4.27 
35.68 120 130 5.83 
17.05 105 108 4.63 
35.14 110 116 3.88 
35.14 115 120 3.75 
35.79 NC 163 4.30 
37.23 NC 143 4.20 
25.51 110 98 4.59 
73.26 NC 171 4.09 
24.55f NC 155 5.16 
29.539 10714 95 4.74 
d1.49h 85 67 5.97 
4.50 33 36 4.17 


e—Fiscal year ended Nov. 30. d— 





Rubber Ruckus 


U. S. Rubber's plan to acquire Fisk 
has kicked up a mild teapot tempest. 
A minority stockholder group of the 
latter concern is vociferously oppos- 
ing the deal on vague but apparently 
mainly sentimental grounds. Cer- 
tainly the combination cannot prop- 
erly be attacked from an anti-trust 
angle for with Fisk under its wing, 
U. S. will still be smaller than Good- 
year and will still account for but a 
fraction of the industry’s total sales. 
And the purpose of the deal—to ob- 
tain fuller utilization of the indus- 
try’s existing production facilities 
rather than add to its already ex- 
cessive capacity—is obviously in the 
interests of all concerned. Terms of 
acquisition involve retirement of the 
Fisk preferred and payment of ap- 
proximately $6.75 in cash plus 4 
share of U.S. common for each share 
of Fisk common. 


Gov't. Contract Allowances 


First company to obtain special 
depreciation and other concessions 
from the Treasury Department in 
connection with Government arma- 


ment business is Colt Patent Fire 
Arms. In filling a War Department 
contract, presumably for aircraft 
machine gun equipment, Colt will 
be allowed to charge off all special 
tools, dies, jigs and gauges that will 
be required for the work but that 
will probably have to be scrapped 
thereafter. In addition, special de- 
preciation allowances were fixed for 
standard machinery that the com- 
pany will have to acquire to handle 
the contract. These concessions, to- 
gether with the 12% profit allowed 
on such business, should make the 
contract reasonably profitable. 


Street Gossip 


Only three out of 16 domestic 
airlines reporting to the CAA failed 
to show operations in the black in 
October. * * * Recent declaration of 
$6.00 per share plus one share of 
Niagara Hudson Power marks Alumi- 
num Co.'s first distribution to com- 
mon stockholders since 1928. * * * 
Followers of the rail equipment shares 
say steam locomotive orders have 
been disappointing despite heavy 
car orders. 
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Western Union Improves 


Profits Are Again Being Earned, But the 


Underlying Situation Remains Dubious 


BY STANLEY DEVLIN 


Tix upsurge in the volume of telegraphic communica- 
tion during the hectic weeks preceding and following the 
declaration of war in Europe was sufficient to carry 
Western Union’s earnings well into the black. 

Operations have shown a definite uptrend since the 
start of the second quarter, but every commercial and 
industrial concern—every wholesaler and retailer in the 
nation was galvanized into even greater activity by the 
September developments abroad. Their efforts to evalu- 
ate and safeguard their positions jumped the gross reve- 
nues of the telegraph company for that month to $9,093,- 
303, which is $1,200,000 or 15 per cent above the five-year 
average. As was to be expected the rush has subsided 
somewhat since then, but with the continued improve- 
ment in the domestic picture, the gains are being well 
maintained. 

Few business organizations in this country can boast 
of a past record as long and as profitable as that of 
Western Union Telegraph. Its uniformed messengers 
were a familiar sight in Great Grandfather’s day and its 
wires have carried the news of some of the most impor- 
tant events in modern history, for the company was 
formed back in 1851. The rapid industrialization and 
expansion of America during the years that followed led 
to an ever-increasing use of the telegraph. And the com- 
pany prospered, absorbing some 450 telegraph and cable 


corporations on its way towards becoming the only really 
important factor in the communications field at that 
time. The giant spider-web of wire spread across the 
nation, aided by the urgent need for some means to span 
vast distances quickly. Growing railroads granted line 
concessions, and cash subsidies came from state and gov- 
ernmental sources. Stockholders congratulated them- 
selves as year after year dividends ranging from $6 to $7 
and even $8 per share were paid. And in the flush of an 
apparently unassailable position as the leading method 
for speedy contact between distant parties, the company 
accerded the Government the privilege of using its wires 
for the nominal charge of 40 per cent of the current 
commercial rate. 

For years the equipment and operations of Western 
Union were stamped from one mold—precedent, and who 
could blame the directors of a company with such a fine 
record for continuing to believe in what had produced 
results for more than half a century? The accelerated 
pace of every day life caught up with Union though, 
around 1912. Competition in the form of telephones had 
come up fast and was making a bid for more and more of 
the business that had formerly been the exclusive prov- 
ince of the telegraph company. A plant rehabilitation 
program was, therefore, inaugurated and carried through 
until 1930. Hand Morse sets were at last replaced by 

better machinery, copper wiring took 





Analysis of Operations 


Gross Oper- Net Operate 








the place of iron wire, offices were re- 
modeled and cable equipment was re- 
newed. In spite of a dip in business as 
a result of the post war depression in 


ating | ing t Net I Earned Per F.B. R. Price 1920, the general trend of the company’s 

(In millions) (In millions) (In millions) Share Index Range operations was maintained on the up 
Oo EAL 136.44 $16.14 $15.47 $15.11 111 201-1394 grade through to the 1929 era. And the 
BE nstaasers 145.67 16.30 15.47 15.12 119 27214-160 effect that the competition of radio, tele- 
| Sear 120.58 11.64 9.25 9.03 96 219%/-1221/ | d ai il were having on reve- 
1 ae 108.74 9.52 5.97 5.72 81 Oe : 8 ith 
esses 83.01 2.95 (d) .84 (d)0.81 64 so - 12%, nues was to a large extent hidden. We 
oe eee 82.31 7.03 4.36 4.18 16 77%,- 117% the crash, however, Western Unions 
ee 87.23 6.07 2.24 2.15 19 66%- 29% earnings dropped like a plummet. Gross 
hd scecn 89.87 9.08 5.26 5.03 90 17%- 20% operating revenues were cut from $145, 
ee ee 98.42 10.50 7.20 6.89 105 %6%- 72% (00,000 in 1929 to less than $82,000,000 
ae 100.48 6.13 3.33 3.18 110 83%- 22% in 1932. 
an 91.71 1.02 (d)1.64 (d)1.57 86 3414- 16% 


(d) Deficit. 


Since the plant expansion period of 
the late ’20s had been accomplished 





through the expansion of about 
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3150,000,000 of which over half had been borrowed, oper- 
ating expenses were even more difficult to cut down 
than is the case in the average service organization. And 
the resultant squeeze gave the company many a 
headache. 

This situation has not been rectified in recent years. 
Approximately 60 per cent of operating revenue goes for 
wages and since the messenger force and other staff 
stationed throughout the country must be maintained 
if service is to be rendered at all, wage adjustments would 
seem to be the only major solution. Now, however, 
salaries are subject to minimum control by various agen- 
cies, which has forced the dismissal of employees when 
business lags. The rate structure of Western Union is 
also under supervision and may be changed only with 
the permission of the Federal Communications Commis- 
sion. The latest petition was made last year and asked 
for a 15 per cent increase in rates. It was refused. A 
victory of sorts was won earlier this year when the rate 
for Government telegrams was increased to 60 per cent 
of the current commercial charge. This means that an 
extra $400,000 in gross income will be collected, and does 
something to rectify the situation whereby the company 
was in effect paying a special levy over and above the 
regular taxes. It does not mean, however, that efforts 
to have the discount removed entirely will be slackened. 
Sooner or later the company will bring home the point 
that it is being forced to break one of the earliest of anti- 
trust laws that forbade the paying of rebates to special 
customers. 

Taxes as a whole bulk large in the budget. The amount 
collected by various state and: Federal agencies last year 
was $5,864,000 and marked a 9 per cent increase over 
the year before in spite of the reduced revenues of the 
company. This rise is attributable, as are most of the 
increases since 1935, to the state and Federal social 
security levies. Last vear taxes in one form or another 
paid by the company came to $5.61 per share of common 
stock. In addition $4,100,000 was collected from cus- 
tomers for the direct Federal message taxes. 

At present the system consists of 213,122 miles of pole 
lines, 4,182 miles of landline cable, 1,878,094 miles of 
wire, 30,136 miles of ocean cable, 20,025 telegraph offices 
and over 16,000 telegraph agencies. Some 8,000 com- 
modity and stock tickers are operated throughout the 
country and in Cuba, in addition to the electric board 
services that the company offers large brokerage concerns. 

Recent developments by Union’s engineers have opened 
new fields that hold promise for the future. The instant 
transmission of facsimiles is now possible through a new 
machine using a new type of paper. The paper is as sensi- 
tive to electric impulses as photofilm is to light, and per- 
mits the sending of all printed matter, script, drawings, 
and pictures. Another innovation considerably increases 
the efficiency between important centers through the 
use of a single pair of wires for a number of telegraphic 
channels. A much heavier simultaneous traffic load can 
thus be maintained. A service that is growing in popu- 
larity is the Timed Wire Service. It permits a subscriber 
to send a message on a private machine through to a 
company office and have it forwarded to the private ma- 
chine in the office of a subscriber. The system is now in 
Operation in several major cities. 

By agreement Western Union and American Express 
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Charles Phelps Cushing 


accept business for each other, and contracts with R. C. A. 
enable the contacting of foreign cities in exchange for the 
use of the company’s domestic facilities. Competition 
from rival systems is mainly a matter of Postal Telegraph. 
That bankrupt concern cannot hope to offer the same 
service that Western Union can, and yet it takes away 
the margin of profitable operation in many localities. 
The duplication of plant equipment and system has been 
cited as a waste, and there is talk of Government pres- 
sure for the consolidation of the two enterprises, now 
reported as favored by the F. C. C. 

The capital structure of Western Union consists of 
$89,158,000 in funded debt, $13,193,599 in deferred non- 
interest bearing liabilities, and 1,045,278 shares of com- 
mon stock. Some $6,600,000 of the funded debt is in 
short term low interest rate notes, but the rest carries a 
fairly high rate and is of long maturity. Refunding 
would be a highly desirable move, but the credit position 
of the company would make it difficult to achieve. Inter- 
est charges were earned a maximum of 2.46 times for any 
year since 1931, and the average for the period has been 
1.61. 

The natural characteristics of the business, combined 
with terrific competition from other forms of communi- 
cation plus restrictions on cost adjustments, have pushed 
the break-even point higher and higher in recent years. 
In 1926 gross operating income was $134,463,000 and 
net revenue was $15,690,000 making the operating mar- 
gin 88.33, but last year with gross income $91,712,000 net 
revenue was only $1,021,000, which means that the ratio 
was up to 98.89, a precious slim margin on which to run 
a business. Of course bond interest must still be de- 
ducted from what is left, before stockholders come in for 
their share. On the basis (Please turn to page 312) 
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Substantial Profits on Small Capital 


Exceptional Short-Term Profit Possibilities Are 
Now Open in Low- Priced Common Stocks 





OUND common stocks, low and 


out recent market movements, 





moderate in price, form our 
Unusual Opportunities Program. 
Price alone, however, is not enough. 
On account of this very factor, all 
issues considered have to be listed 
on the New York Stock Exchange 
and pass a rigorous test made by 
our analysts. 


tions. 


Every stock approved must have 
a sound capital structure, out- 
standing earnings prospects and 
enjoy a broad market. The com- 
pany must represent an industry 
that is expanding. Above all, the 
issue must hold unusual near-term 


ly and sharply. 





Take Advantage of 
This Situation! 


Many sound low-priced stocks have 
not as yet fully reflected business 
expansion of exceptional propor- 


Such stocks are slow to discount 
earnings improvement which at first 
is barely perceptible but soon be- 
gins to show large percentage gains. 
Market values then move up quick- 


Three Unusual Opportunities .. . 
averaging under 25 ... have been 
selected. On receipt of your FORECAST 
enrollment, these stocks will be dis- 
closed and you will be advised when 
to buy and when to sell. 


these issues have been reanalyzed, — 
From this new group, our recom. © 
mendations will be made. Tem 
porarily quoted around 25, these ” 
stocks can rebound into the 30-35 
price range. 


Consequently, profits of 5 to 10 | 
points should be available in such © 
issues. They should prove most | 
profitable mediums for the re — 
placement of present holdings that 
face a dubious outlook. You may = 
switch 25 shares of a stock around - 
50, into 50 of a stock at 25, and — 
materially enhance your profit 











profit possibilities. 





prospects. 





Only $1000 Required . . . This Unusual Opportunities 
Program is one of the most popular provided by THE 
FORECAST. With $1000, it may be followed in 10 share 
lots, generally on an outright basis. With a larger amount, 
you may proportionately increase your operating unit. 
The maximum number of stocks carried at one time is five. 
Capital or collateral goes a long way in taking advantage 
of these low and moderate priced trading mediums. 


Profits of 5 to 10 Points... At current market levels, 
many selected stocks that meet our Unusual Opportunity 
qualifications are selling within our price limit. Through- 


3 Stocks Selected . . . Three Unusual Opportunities 7 
. averaging under 25 .. . have been selected. They 7 
will be recommended to you as a FORECAST subscriber § 
. when our market technicians feel that the most advan- 7 
tageous time for you to buy has arrived. 9 


Commitments will then be kept under our continuous sue 7 
pervision and we shall advise you . . . by telegram and 7 
by mail. . . when to close them out and whether to keep 
your funds liquid or make new purchases. 


Mail the coupon below to take an advantageous position 
in these three Unusual Opportunities. 
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[BUSINESS ACTIVITY 
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CONCLUSIONS 











INDUSTRY—First quarter slackening, 
if any, will be mild. 

















TRADE — Christmas retail trade ex- 
pected to top Jast year by 10%. 
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COMMODITIES—Wheat and cotton 


lead upturn in commodity prices. 








1923-25 








MONEY AND BANKING — Federal 


Reserve Banks now hold no treasury 





bills, for first time in ten years. 









































Although Automobile assemblies, Money in 
Circulation, Steel Ingot output and Cotton BU S INE S S C RED iT 
Cloth production have expanded during the 
past fortnight at a little better than the normal ze 1 | | 
seasonal rate, the nation's per capita volume | | Poe R aM 
of business activity has receded fractionally 
from the year's peak, owing mainly to a con- 
siderably greater than normal seasonal decline 
in lumber shipments in response to a sharp drop 
in new orders booked by that industry to a level 
22% below last year as compared with a cumu- 
lative gain of 18% for the year to date. For 
November, per capita business activity was 
96.9%, of the 1923-5 average, compared with 
96.4 in October. Increase over November, 
1938, was 20%. Per capita business activity for 
the current calendar year will probably average 
around 88.6, an 16% increase over last year. 

* * 





While resumption of operations at the Chrys- 
ler and feeder accessories plants will help to 
sustain production at a high rate well into the 
new year, earlier hopes that general business 
activity this year would top the 1937 peak have 
been frustrated by the late date in settling the 
strike; for new orders booked by a number of eae 
leading industries—notably coal and lumber BANK DEBITS t 
—have fallen off sharply since mid-October as 
a logical aftermath of the explosive demand 


(Please turn to following page) 
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(Continued from page 303) 


experienced for six weeks following outbreak of 
the German-Allied war. While inventory fig. 
ures for the most part disclose decreases at 
manufacturing plants during September and Oc. 
tober, stocks in the hands of dealers and con. 
sumers—for which, unfortunately, only scattering 
data are accessible—undoubtedly have been 
increasing enough to account for the current de- 
cline in new orders, and the outcome is likely to 
be a mild let-down in industrial activity before 


a a * 


National income paid out to individuals 


during October totaled $6,204,000,000, a 6% | 


increase over last year as compared with a gain of 
Farm income dur- 
benefit payments, 
amounted to $894,000,000—7% above last year, 
against a ten-months’ gain of 2%. Payrolls for 
October came to $3,862,000,000—or 6.2% 
Factory weekly real wages, 
in October, despite a decline of only 0.3% in 
the cost of living (including rents which aver- 
aged the same as last year) were nearly 5% higher 
than for the corresponding month of 1938. Div- 
idends declared in November were 29% more 
liberal than last year, against an 11-months’ in- 


a * * 


The National Retail Dry Goods Association 
sales by department 
stores, dry goods, general merchandise and 
apparel stores, for the four weeks before Christmas 
to exceed last year’s total of $1,302,000,000 by 
10%. Department Store inventories on Nov. 1 
were fractionally lower than last year. Wholesale 
trade in October was 11.5% above last year, 
with month-end inventories up only 6%. Pro= 
ducers’ sales in October were 25% above last 


With carloadings running currently at about 
net operating 
income during October was 48% above last year 
compared with a 65% increase for ten months. 
Last year, however, the roads carried only 79% 
of the freight tonnage they would have handled 
under less competitive conditions prevailing in 


During October, building permits were 3.7% 
above last year (including a 19% rise in residen= 
tial permits), compared with a ten-months’ increase 
of 21.7% (with residential permits up 32%). 
Construction contracts awarded during Octo- 
ber in 37 states east of the Rockies were 27% be- 
low last year, a 10% increase in private construc- 
tion having been more than wiped out by a 55% 
slump in public awards (Federal, state and munici- 
pal). Engineering construction awards during 
the week ended Nov. 30 were 15% below last 
year (though private awards were up 53%), against 
a cumulative gain of over 8% for the year to date. 


Latest Previous Last 
Rene, eee Sore ee eee Date =—=— Month Month Le TRIER AES 5 
INDUSTRIAL PRODUCTION(a)) Nov. = 125(pl) 120 103 
INDEX OF PRODUCTION AND 
TRADE (b)................... | Oct. 92 89 81 | 
Pomme. 56S SUG 2S a 1 88 19 | 
Durable Goods............... Oct. 719 73 60 
Non-durable Goods. .......... | Oct. 96 96 90 
Primary Distribution............ } Oet. 88 86 s A ae 
Distribution to Consumers....... Oct. 97 95 ST | 
Miscellaneous Services.........! Oct 82 83 78 | 
WHOLESALE PRICES (h)....... Nov. 79.2(pl) 79.4 77.5 
INVENTORIES (n. i. c. b.) | fe a 
Maw Materials... 6incc. 55s... Sept 91.0 89.5 108.6 the recovery movement is resumed. 
Semi-Finished Goods..........| Sept 99.0 106.8 14157 | 
OS eee Sept 108.1 14a°7 112.2 | 
COST OF LIVING (d) 
ss | EE ai Sa ee Oct. 85.6 85.9 85.8 | 
RB ho Ser Gee oh 5 es} Oct. 79.7 80.7 79.8 | 
SEA eee aan Oct. 86.6 86.5 86.6 | only 4.3% for ten months. 
ES ee Oct. 72.6 72.2 73.2 | ing October, including 
Peer ON LACM. So os. o.oo os | Oct. 85.2 84.4 85.6 
BMNAS EV ek ie bee ep e'h 03 | Oct. 96.8 97.0 96.8 
Purchasing value of dollar....... | Oct 116.8 116.4 116.4 
a fa ee | above last year. 
NATIONAL INCOME (cm)j....| Oct. $6,204 $6,010 $5,886 
CASH FARM INCOME} 
Fawn WMaieeting. ..........556% | Oct. $812 $781 $774 
Including Gov't Payments....... ct 894 847 836 
Total, First 10 Months.......... | 4939 SS ncet 6,193 
Prices Received by Farmers (ee)..|. Nov. 97 97 94 | Lonly 
Prices Paid by Farmers (ee)..... | Nov. 129 129 121 | ener 
Ratio: Prices Received to Prices | 
RR AONE Yo ss os Sig he's Gas os Nov. 80 80 78 
FACTORY EMPLOYMENT (f) expects nation-wide 
Duravie Goods. .....5....%..- Oct. 95.5 89.4 79.7 
Non-durable goods............ Oct. 110.6 110.2 104.6 
FACTORY PAYROLLS (f)..... Oct 101.3 93.6 84.2 
(not adjusted) 
RETAIL TRADE | i he Mga Sed 4. 
Department Store Sales (f)...... | Nov 94 90 89 
Chain Store Sales (g)........... | Oct. 110.8 114.5 108.0 
Variety Store Sales (g)......... | Oct. 110.8 119.0 1 bt taart ee 
Rural Retail Sales (j)........... | Oct. 123.4 125.4 108.5 
Retail Prices (s) as of........... | Nov. 1 91.2 90.2 89.0 
FOREIGN TR, ADE ey i i 20% above last year, railroad 
Merchandise Exportsf.......... Oct. $332.1 $288.6 $277.7 
Cumulative year's totalt to...... cit. 25190 | 2 .b0cc 2,573.1 
Merchandise Importst.......... Oct. 215.3 181.5 178.0 
Cumulative year's total} to...... Ore-S0"4epbe | 04... 1,612.9 
RAILROAD EARNINGS a 
Total Operating Revenues*..... 1st 10 ms.$3,281,797  ...... $2,926,919 aaa ae 
Total Operating Expenditures®. .|1st 10 ms. 2,413,033 ~—......... 2,257,671 
WIMIIB ES wicssichsoa7s ib fois iste ais 614 1330ms. 301,768... 286,338 
Net Rwy. Operating Income*.../1st10ms. 456617 ...... 274,040 
Operating Ratio %............ 1st 10 ms. Ot re 71413 
Rate of Return %.............. 1st 10 ms. Cae eee 1.24 
BUILDING Contract Awards (k).| Oct. $261.8 $393.2 $357.7 
F. H. A. Mortgages 
Selected for Appraisalf........| Oct. 99.2 91.7 97.5 
Accepted for Insurancet........ Oct. 74.2 62.0 64.6 
Premium Payingf.............. Oct. 61.1 53.4 58.4 
Building Permits (c) 
ey Bearer ae Oct. 97.4 $84.5 $77.0 
ee oe) Ere Oct. 20.5 18.7 20.1 
NE Us Ts 3s boos ess ca8 cic Oct. 117.9 103.2 97.1 | 
Engineering Contracts (En){..... Nov. 302.2 245.1 217.0 





| 
| 
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Latest Previous “Last 
Date Month Month ues PRESENT POSITION AND OUTLOOK 
— = == SSS 
Ingot Production in tons®....... Nov 5,463 5,394 3,558 Retail sales of automobiles in the U.S. durin 
Pig Iron Production in meer ‘| Nov 3,720 3,628 2,270 | October were 82% ahead of last year, pelo ; 
Shipments, U. S. Steel in tons | Oct. 1,219 985 663 ten-months’ increase of 46%. Passenger car de- 
— | liveries increase 75% in October, compared with 
agama 49% for ten months; while Truck sales rose 136%, 
pect | against 35%. With Chrysler back in production, 
Factory ener ; ‘th abet agree eee, | Oct. 313,377 188,751 209,512 | output for current quarter should reach 1,135,000 
ling eee ken <8 1939 2,773,252... . -. 1,728,326 | units, compared with the peak fourth quarter 
eb d of 1,155,000 in 1936. 
Passenger Cars, U.S. (p)........ 1st 10mos.2,168,699  ...... ime " 
Becks, U.S. @)-........5.10.(eetOmes: 408008  ...... 316,072 | ee 
| 
PAPER (Newsprint) Cigarette withdrawals during October estab- 
Production, U. S. & Canada* (tons).; Oct. 359.6 330.5 327.7. | lished a new high record, but topped last year by 
Shipments, U. S. & Canada* (tons). .| Oct. 368.6 345.6 327.3 | 14%, against a ten-months’ gain of 5.5%. 
Mill Stocks, U.S. & Canada *(tons).; Oct. 208.5 217.9 214.9 | Whisky withdrawals in October were 5% above 
| last year, while production declined 13%, reduc- 
LIQUOR (Whisky) | ing stocks to a level only 1% above last year. 
Production, Gals*®............... Oct. 7,074 4,985 8,119 — ts 
mdtawn, Goals. 0. ocecs besos Oct. 8,550 6,793 8,153 
Stocks, Gals.*....-.--- +--+ +000. Oct. 469,173 412,499 466,355 | New orders for paperboard in October, 
| though 20% below September, were 40% above 
‘GENERAL | last year. Production exceeded 500,000 tons, 
Paperboard, — orders (st). ....../ Oct. 497,834 628,272 370,453 | the largest on record. Ten-months’ production 
Railway kquignvent Orders (Ry) | has been 23% above the like period of 1938. 
aera app PAs sean ences Nov 41 34 3 | Consumers’ stocks of bituminous coal increased 
Freight "C eames ee an eg Nov 7,691 11,220 132 13% during October. Stocks of anthracite 
sanaiged oS Gialamas Nov 8 28 32 | at the mines have become so unwieldy that opera- 
Cigarette roduetion f Ba Seas pel ae Oct. 15,384 14,790 13,264 tions were stopped completely last week. Stocks 
Bituminous Coal Production * (tons).; Nov. 42,835 45,950 35,925 | elsewhere, however, are only 2% above last year. 
Boot and Shoe Production Prs.*.-.) Oct. 36,924 36,379 35,012 | Current prices for newsprint have been reaf- 
| Portland Cement Shipments*. . .. . . | Oct. 12,830 13,104 12,357 | firmed for the first half of 1940. 
| Commercial Failures (c)........... | Oct. 916 758 997 | 
————— ——— = 
| ps sae: WEEKLY INDICATORS 
Latest Previous Year - aie 
a Date Week Week re PRESENT POSITION AND OUTLOOK ; 
'M. W. S. INDEX OF BUSINESS se ae nian ee 
ACTIVITY 1923-25—100...... | Dec. 2 97.0(pl) 97.1 87.7 Though electric power output has just ex- 
panded to a new high record, the margin of in- 
HECTRIC POWER OUTPUT | Salad cneour-et the oan mie ae 
OS BREA Cea ene eRe snare ; SLES COpSer righ Sy 4 
| wee. 2 esi — an ing plants on Oct. 1 was 40,204,000 kilowatts, 
TRANSPORTATION an increase of 3% since Jan. 1. Output of 
Carloadings, total.............. | Dec. 2 688,888 676,516 648,534 | 2,539,000,000 K. W. FH. for the week ended 
ee wal | Dec. 2 38,222 35,997 35,769 | Dec. 2, was at the ~“ of i of 24-hour mon 
NN Sigh, Mer ee a | Dee. 2 135,710 126,716 143,151 capacity. 88.5% ol tota capacity is private y 
a i | Dee. 2 34,764 33,293 28,728 owned. The Administration favors a nation-wide 
Manufacturing & Miscellaneous....| Dec. 2 293,739 281,353 254,934 | hook-up of power lines, with Government assist- 
i Ns saies a peek uns Dec. 2 149,510 142,556 159,737 | ance ifnecessary, = 
| 
om PRICES Though steel operations are beginning to 
oa Iron $ per ton (m).........--. Dec. 5 22.61 22.61 20.61 taper off at about the normal seasonal rate, new 
oe 5 perton (m).........-.... Dec. 5 18.25 18.58 14.75 orders continue to keep pace with shipments, 
MUsNeG'C Pet IO: CM). «0.0: <:sj006. Dec. 5 2,261 2,261 2,286 despite announcement that prices generally will be 
no higher on first quarter deliveries, and little 
ge ange ge progress is noted in reducing heavy backlogs. 
% of Capacity week ended (m)....| Dec. 9 93.5 94.5 60.0 Foreign demand is probably a larger factor than 
usually admitted; since exports of iron and steel 
at pe ACTIVITY products during October were 53% above last 
m) week ended................ Dec. 2 101.6 99.0 80.4 year. Possibly at least 10% of current output is 
i hat th i i 
PETROLEUM en with prospects that the proportion will 
Average Daily Production bbls.*../ Dec. 2 3,289 3,818 3,224 g POE ae 
Crude Runs to Stills Avge. bbls.*../ Dec. 2 3,480 3,510 3,244 
Total Gasoline Stocks bbls.*...... Dec. 2 76,365 75,595 69,604 Owing to maintenance of higher prices for re- 
Gas Fuel Oil Stocks, bbls.*....... Dec. 2 105,373 107,357 118,201 fined products, and rise in bunker oil, fourth-quar- 
Crude—Mid-Cont. $ per bbl...... Dec. 8 1.02 1.02 1.02 ter earnings of the eill industry will be better than 
Cude—Pennsylvania $ per bbls....| Dec. 8 1.98 1.98 1,28 for the third quarter. 
Gasoline—Refinery $ per gal...... Dec. 8 0.06% 0.06% 0.061% 
f—Millions. *—Thousands. (a)—Federal Reserve 1923-25—100. (b)—Federal Reserve Bank of N. Y. 100%—estimated long 
term trend. (c)—Dun & Bradstreets. (cm)—Dept. of Commerce estimates of income paid out. (d)—Nat. Ind. Conf. Bd. 1923—100. (e)— 
Dept. of Agric., 1924-29—100. (ee)—Dept. of Agric., 1909-14—100. (En)—Engineering News Record. (f)—1923-25—100. (g)— 
Chain Store Age 1929-31—100. (h)—U.S.B.L.S. 1926—100. (j)—Adjusted—1929-31—100. (k}—F. W. Dodge Corp. (m)—lron 
Age. (n)—1926—100. (n. i. c. b.)}—Nat. In. Conf. Bd. 1936—100. (p)—Polk estimates. (pl)—Preliminary. (r)—Revised. (Ry)—Rail- 
way Age. (s)—Fairchiid Index, Dec., 1930—100. (st)—Short tons. 
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___Firm to higher prices have featured the trend of commod- European war played a leading role in influencing specula. ME —oce 
ities over the past fortnight, with cotton and grains reaching tive sentiment there can be little doubt. With industrial COPPEF 
new highs. Silk also extended a protracted rise into new high buyers once more placing orders for raw materials on a hand. Poon 
ground, while other industrial commodities such as rubber to-mouth basis, late statistics will be less spectacular than Exp. 
and hides displayed a steady tone. Developments in the those for the past two months. Inventories, however, are Refine: 
metal group included a reduction in zinc prices, lower prices moving steadily into consuming channels and the unde ing Refine: 
for spot copper and an increase in the first quarter tin quota position of most commodities would seem to preclude any Refine 
to 120%, of basic. That the extension of the scope of the serious weakness in the near future. . 
efine 
Refine: 
ma Samal TIN 
8 OaeZe nee Price ¢ 
& LABOR cost | | | a Tin Ple 
a acl wer Or OUTPU | | | | | World 
8 U.S. | 
8 a 
+ in eh OD AO Be ae TF rice « 
3 ‘3 is ai 7 featienrep Bd ca Sl pelea et mate re es | U. S. | 
2 | FINISHED PRODUCTS Ha TP tot aS. | 
5 Zz q wate OF LABOR INDEX | | | i Stocks 
4 ri + 
8 2 707 ZINC 
& Price 
8 U.S. | 
a WHOLESALE PRICES : a a ani ao | wet ? 
3 LONG TERM TREND TY] i I ; U. S. 
4 Bae gears] | MS Pa is APA DR Se Ek ce | Stock: 
16 1S ‘20 21 ‘22 29 iJ FMAMIJASONODSFMAMISJASOND SILK 
eee : —1939 —J Price 
Changes in Major Commodity Price Groups for the Fortnight Ended Dec. 2, 1939 oh 
gewe on aac =: er es ne J up 0.1 
ey gm a down 0.3 RAYO 
Housefurnishings pate ths wees 90.0 up 0.3 Price 
Miscellaneous................. : ¥ up 0.2 Consu 
Stock 
woo! 
et " er a Price 
ates! revious | 
Dete  Whorlte. Wk.orMo. Ago PRESENT POSITION AND OUTLOOK HIDES 
= : = = ee a Price 
COTTON Cotton. The final estimate of the Government | Visit 
Price cents per pound, closing | placed the current cotton crop at 11,792,000 | No. : 
.9 10.77 : , | bales, compared with 11,943,000 bales in 1938 
.9 10.51 : : | and 18,946,000 bales in 1937. Under the com- RUBBI 
po 9 10.69 : t bined impetus of higher prices abroad, heavy ex- Price 
(in bales 000's) port and trade demand and withholding of farmers’ | Impo 
Visible Supply, World .9 (X) | supplies, prices have gone into new high ground Cons 
Takings, World, wk. end .9 (X) _ with December contracts above 10% cents. Ex- | Stocl 
Total Takings, season Aug. 1 to.... .9 (X) | ports last week rose to 214,000 bales from 59,000 | Tire | 
Consumption, U. S ; 687 | in the previous week. Reports from Liverpool | Tire | 
Exports, wk. end .9 212 indicate that substantial tonnage is being chartered | | Tire | 
Total Exports, season Aug. 1 to.... .9 2,450 to move cotton from the U. S. | 
Government Crop Est. (Final)...... a4 11,792 p ee Se cocc¢ 
Active Spindles (000’s) z 22,659 Wheat. Over the past two weeks wheat prices | te 
¥ have risen more than 10 cents a bushel, a gain War 
WHEAT 5 ; which invited profit taking near the close of last | sei 
Price cents per bu. Chi. closing week. With the winter crop off to almost the |  COFF 
December . 97F, 93 worst start on record, with Argentine conditions | ii 
a ees 947g 8914 67 poor, and with a heavy movement of Canadian | ae 
| Exports bu. (000's) since July 1 to. : 53,178 48,342 81,846 grains into export, the topheavy position of wheat | Impc 
Exports bu. (000's) wk. end . 4,836 3,066 1,965 may be in for timely mitigation. Further strength- | U.S 
Visible Supply bu. (000's) as of. 3 4 127,678 128,786 123,171 ening the domestic prospect, is the substantial re- ay 
Gov't Crop Est. bu. (000's) (final). . . 930,801(ac)} duction to below average yields of the Australian 
crop. War news could bring further advances. haa 
CORN oe es | Ri 
Price cents per bu. Chi. closing Corn. Prices have risen in sympathy with | i 
December . 54%, 52%, 31 | wheat. Export demand has revived encourag- | U. < 
55% 54%, 52% | ingly and while movement into sight has increased | : 
5 6,992 5,463 48,779 | somewhat, farmers’ shipments are likely to con- —— 
Visible Supply bu. (000's) as of... 36,895 36,139 45,530 | tinue restricted so long as prices remain below the | {+ 
Gov't Crop Est. bu. (000’s) ~1 2,591,063 2,532,417 2,542,238(ac)} Government loan figure. | (xX) 
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PRESENT POSITION AND OUTLOOK 
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Price cents per Ib. 












































U. S. Stocks (000's)* as of (rr)... .. 


BOMOUNC. 666605 5 HoT OOS YS Dec. 9 12.50 12.50 14,.25--1 
pot tb hy ML He, ban eae | Dec. 9 12.85 TAMOe 3 eseok 
Refined Prod., Domestic (tons).....| July 57,339 61,719 35,596 | 
Refined Del., Domestic (tons). . . . .| July 59,681 53,573 48,071 | 
Refined Stocks, Domestic (tons)....| July 31 316,543 335,017 339,997 
Refined Prod., World (tons).......| July 158,236 173,205 139,483 
Refined Del., World (tons)........ | July 181,487 180,433 177,580 
Refined Stocks, World (tons)...... | July 31 490,419 513,670 523,196 
—_— | 
Price cents per Ib., N. ¥.......... Dec. 9 51.12 52.50 45.95 
Tin Plate, price $ per box......... Dec. 9 5.00 5.00 5.00 | 
World Visible Supplyf as of...... Oct. 31 38,206 31,168 38,945 | 
U.S. Deliveriest..........-..0 Oct. 6,040 5,050 4,960 | 
U.S. Visible Supply as of ....... Oct. 31. 23,886 13,494 9,302 
LEAD 
Price cents per Ib., N. ¥.......... Dec. 9 5.50 5.50 4.75 
U.S. Production (tons)........... Oct. 42,563 39,359 31,843 
U. S. Shipments (tons)............ Oct. 66,060 59,889 45,726 | 
Stocks (tons) U. S., as of.......... Oct. 31 73,963 97,473 117,476 
ZINC 
Price cents per Ib., St. Louis....... | Dec. 9 6.00 6.50 4.50 
U. S. Production (tons)........... | Nov. 53,524 50,117 40,343 
U. S. Shipments (tons)..........-. Nov. 64,407 73,327 43,693 
Stocks (tons) U. S., as of .......... Nov. 61,522 72,405 120,778 
SILK 
Price $ per !b. Japan xx crack..... Dec. 9 3.62 3.4414 1.79 | 
Mill Dels. U. S. (bales), season to..| Sept.30 96,098 59,229 109,941 | 
Visible Stocks N. ¥. (bales) as of..| Sept.30 27,760 25,060 40,711 | 
RAYON (Yarn) | 
BES COME MRE IDG) ws oe cab ase es Dec. 9 53 53 51 | 
Consumption (a)........00--00e05 Nov. 32.9 34.1 V7." | 
EUS ASE AO NC. ooo ekew es cs = Nov. 7.5 9.4 40.0 | 
WOOL | 
Price cents per Ib. tops, N. ¥...... Dec. 9 it? 1.16 a 
HIDES | 
Price cents per Ib. No. 1 Packer...| Dec. 9 14.50 14.00 11.0 
Visible Stocks (000's) as of ....... | Nov. 1 12,489 12,523 13,159 
No. of Mos. Supply as of........) Nov. 1 6.3 6.4 6.6 
RUBBER 
Price cents per Ib..............-5. Dec. 9 19.97 20.12 16.11 
RR SS RE | Oct. 41,250 41,939 34,496 
COnsumplOris We eT 6s vedas gs <0 Oct. 55,764 50,150 42,850 
toes Usa Ob Oki sis oases ce oes | Oct. 31 133,183 150,171 259,074 
Tire Production (000's).........-. | Oet. 5,431 5,007 4,183 
Tire Shipments (000’s)..........-. | Oct. 5,188 5,621 4,126 
Tire Inventory (000's) as of........} Od. 8,657 8.364 8,237 
COCOA 
Price cents per Ib. Dec.........-. Dec. 9 5.54 5.95 5.06 
Arrivals (thousand bags).......... | Nov. 434 467 145 
Warehouse Stocks (thousand Ibs.)..} Dec. 8 1,128 451 916 
COFFEE 
Price cents per Ib. (c)...........- | Dec. 9 Ti 13g 814) 
Imports, season to (bags 000's).....; Oct. 31 5,652 4,255 5,659 
g U.S. Visible Supply (bags 000's)..) Dec. 1 1,825 1,977 1,522 
SUGAR 
Price cents per Ib. 
aCe ae or ere | Dec. 9 2.95 2.95 2.85 
Refined (Immediate Shipment)...| Dec. 9 4.70 4.70 4.55 
U. S. Deliveries (000's)*.......... l1st 10 mos SG ec iee es en 5,450 
* Oet: 31 TORE oi Macey s 700.2 








Copper. Domestic consumption continues to 
hold up well but new ordering has been quiet. 
Prices in the outside market continue soft, with 
most trade expectations anticipating a level on a 
par with producers prices of 12.50 cents. Export 
prices have also been somewhat easier at 12.85 to 
12.90 cents. Fabricated copper and brass prices 
are now generally established at the 14-cent ad- 
vance recently announced. 
* * * 

Tin. The market has been quiet and prices 
have reacted moderately. Late last week the 
International Tin Committee raised first quarter 
quotas to 120% of basic, after having previously 
set the quota at 100%. The Committee appar- 
ently yielded to consumers and reports were cur- 
rent that a revision would be made in the present 
maximum price of £230 set by Great Britain 

* * * 


Lead. Demand, although much below the 
levels of September and October, is regarded by 
the trade as satisfactory. Statistical position of 
lead is exceptionally strong and a period of dull- 
ness appears to hold no serious threat to prices. 

7 * * 

Zine. A leading seller lowered prices to 6 
cents, East St. Louis last week, apparently under 
the pressure of the increasing amount of foreign 
zinc which has been finding its way into the 
domestic market. Demand is listless. 

* © * 

Silk. During the past week silk prices rose 
the 15-cent limit in a single day, subsequently 
reacting only moderately. Market news featured 
heavy Japanese buying. Domestic consumption 
in November was only 61% of normal. At the 
end of last month domestic stocks were the largest 
since last January. November imports were down. 

* > * 


Rayon. Demand exceeds supplies and the 
industry is running behind on deliveries. Price 
premiums are being offered for prompt shipments. 
Capacity operations are assured over next several 
months. 


. * * 


Wool. Plans have been completed by the 
British Government to assure U. S. importers a por- 
tion of the Australian clip, at least for a temporary 
period. 

. . . 

Hides. October statistics disclosed a further 
decline in visible stocks. Leather production was 
stepped up moderately in that month but leather 
consumption was the largest since last March. 

* * * 

Rubber. Prices have moved moderately 
higher over the past week, reflecting strength 
abroad. Domestic buyers are still apprehénsive 
over potential supplies should the recent heavy 
shipping losses continue at the same rate. Export 
sales of tires, notably to China, have been large. 

* * * 

Cocoa. Market is featured by a tight supply 
situation and as yet there has been no intimation 
from Great Britain as to the disposition of the West 
Coast crop. Another outbreak of heavy shipping 
losses might give prices a substantial boost. 

* - + 

Sugar. It has been officially intimated that 
restoration of sugar quotas is not feasible, thus 
casting doubt on whether the 90-cent tariff on 
Cuban sugar, recently suspended, can be restored. 











t—Long tons. *—Short tons. (a)}—Million pounds. (ac)—Actual. (c)—Santos No. 4 N. Y. (pl)}—Preliminary. (rr)—Raw and refined 
(X)—No foreign statistics allowed to be sent from abroad because of war conditions. 





DECEMBER 16, 1939 















Money 


and Banking 





Latest 
Week 


Previous 


Week 


Year 


Ago___ 








— 


PRESENT POSITION AND OUTLOOK 


aeeeeneeaee ae 











INTEREST RATES 
Time Money (60-90 days) 
Prime Commercial Paper 
Call Money 
Re-discount Rate, N. ¥ 


9 
9 
9 
9 


1%4% 
Ve-%aTo 
1% 


1% 


1%4% 
-%% 
1% 

bi % 


1%4% 
Ye-1 To 
1% 
1% 





“CREDIT (millions of $) 


Cumulative year's total to 
Bank Clearings, N. ¥ 
Cumulative year's total to 


F. R. Member Banks 


Loans and Investments 


Brokers Loans 
Invest. in U. S. Gov'ts 


Other Securities 
Demand Deposits 
Time Deposits 


Total Loans and Invest 





Brokers Loans 
Invest. U. S. Gov'ts 


Invest. in Gov't Gtd. Securities... 


Other Securities 
Demand Deposits 
Time Deposits 

Federal Reserve Banks 


Member Bank Reserve Balance... 


Money in Circulation 
Gold Stock 
Treasury Currency 
Treasury Cash 
Excess Reserves 


| Bank Clearings (outside N. Y.)..... | 


Commercial, Agr., Ind. Loans.... 


Invest. in Gov't Gtd. Securities... 


New York City Member Banks 


Comm'l Ind. and Agr. Loans. ... 


2,715 
117,940 
3,785 
161,547 


23,159 
4,381 
660 
8,713 
2,408 
3,382 
18,972 
5,232 


9,003 
1,703 

507 
3,571 
1,299 
1,207 
8,416 

658 


11,617 
7,545 
17,408 
2,949 
2,391 
5,150 


23,092 
4,388 
620 
8,726 
2,401 
3,348 
18,918 
5,252 


8,998 
1,704 

519 
3,550 
1,214 
1,212 
8,459 

653 


11,620 
7,462 
17,347 
2,947 
2,359 
5,140 


2,511 
106,560 
3,808 
161,649 


91,325 
3,866 
712 
8,106 
1,682 
3,220 
16,013 
5,124 


7,846 
1,424 
687 
2,773 
809 
1,094 
6,864 
605 


8,966 
6,844 
14,367 
2,775 
2,681 
3,440 





MEP c. Raab eiesthe 


Corporate 
New Capital 
Refunding 





NEW FINANCING (millions of $) 


Nov. 
Nov. 





Latest 
Month 
112:2 
21.4 
90.8 


Last 
Month 
179.5 
18.2 
157.3 


Year 
Ago 

15002 
43.5 

107.7 





COMMENT 


Last week, as a result of the policy of permitting 
Treasury bills to mature without replacement, saw 
the Federal Reserve Banks without any bills in 
their portfolio for the first time in ten years. Ina 
little more than five months Federal Reserve Banks 
have added $477,000,000 to the market supply of 
bills, the expressed purpose of this policy having 
been to prevent the yield on Treasury bills from 
virtually disappearing entirely. Nevertheless 
rates at the present time are practically at the same 
point at which they were at the time the policy 
was initiated. 

* * ~ 

Excess reserves are likely to drop sharply from 
now to the end of the year, a seasonal event re- 
flecting withdrawal of funds for Dec. 15 tax pay- 
ments, payment for the new Treasury 2's and in- 
creased holiday circulation of currency. Early 
next year, however, excess reserves will in all 
probability resume their upward march, with a 
strong likelihood that the record figure of $5,530,- 
000,000 reached last October will be surpassed. 


* * bl 


Although the latest weekly statement of New 
York City Member Banks recorded a net gain of 
$5,000,000 in loans and investments, the gain 
was entirely the result of an increase of $24,000,- 
000 in investments. Loans dropped $19,000,000, 
of which figure $1,000,000 was contributed by 
loans to agriculture, commerce and _ industry. 
Brokers’ loans were off $12,000,000 in the latest 
week. Additions to investment account included 
$6,000,000 Treasury bills, $22,000,000 Treasury 
bonds and $8,000,000 government guaranteed 
securities. A total of $7,000,000 Treasury 
bonds were sold and other securities were liqui- 
dated to the extent of $5,000,000. 
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No. of 

Issues (1925 Close—100) 
316 COMBINED AVERAGE 


1939 Indexes 





High 


73.1 50.7 


Low 


Dec. 2 
65.0 


Dec. 9 | | ( 
65.3 |141 
1 


| 
| 
; | 


| Nov. 14, 1936 Close—100) 
00 HIGH PRICED STOCKS 
00 LOW PRICED STOCKS 


1939 Indexes 


72.77 53.58 65.76 66.79 
66.79 44.98) 157.59 57.62 











6 Amusements...... 


12 Automobiles 


3 Business Machines 
9 Chemicals 

20 Construction 
5 Containers 


2 Dairy Products 

8 Department Stores 

7 Drugs & Toilet Articles 
2 Finance Companies 

7 Food Brands 

3 Food Stores 


3 Gold Mining 


6 Investment Trusts 


9 Machinery 


5 Agricultural Implements... . 
15 Automobile Accessories. . . 


11 Aviation (1927 Cl._—100).. 
3 Baking (1926 Cl—100).... 


9 Copper & Brass........... 


4 Furniture & Floor Covering. . 


4 Liquor (1932 Cl.—100).... 


119.9 
43.2 
97.2 
13.2 

212.1 
15.4 

183.9 

187.2 


81.4 
26.8 
= Fp 
8.1 
128.2 
11.5 
114.0 
123.7 
27.7 
165.0 
Vase. 
23.6 
16.5 
40.4 
219.4 
69.1 
33.3 
47.1 
884.6 
19.2 
133.0 
83.3 


97.4 
28.3 
88.2 
11:5 
183.2 
11.7 
118.3 
161.5 
33.0 
219.8 
98.4 
30.2 
21.9 
45.9 
264.5 
94.7 
47.8 
56.2 
948.7 
23.1 
148.9 
110.2 


103.4 
28.4 
88.7 
11.6 

191.7 
11.9 

116.9 

163.6 
33.8 

227.3 

101.0 
29.5 
21.4 
44.8 

260.1 
94.4 
46.4 
56.1 

936.0 
23.1 

150.8 

112.3 











2 Mail Order... 


4 Meat Packing 


14 Metals, (non-Ferrous) 


24 Petroleum 


18 Public Utilities 
4 Radio (1927 Cl.—100)..... 
9 Railroad Equipment 


22 Railroads 


2 Shipbuilding 
13 Steel & Iron 


2 Sulphur 


3 Telephone & Telegraph... .. 


4 Textiles 


4 Tires & Rubber 


4 Tobacco 
4 Traction 
4 Variety Stores 


93.0 69.2 89.0 90.0 
65.4 41.5 58.7 55.4 
122.0 159.3 162.9 
75 6-134 14291 
74.3 83.6 83.1 
449 53.5 53.2 
100.5442 102 
Sa) | Sts SAO 
10:9 14:4 144 
2.6 27 2.6 
45.1 74.2 76.1 
60.4 85.8 888 
13:3 26.7 ‘28.0 
113.0 155.8 160.3 
40.3 45.9 45.8 
27.4 50.4 54.2 
13.0 149 15.4 
16.2 °83.6: '83.2 
21.9. 36.6 


36.8 
189.3 239.6 234.7 


20 Unclassified (1938 CIl— 


73.1 93.3 99.9 








H—New HIGH since 1937. 
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The Personal Service Department of THe MaGazine or WaLi Street will 
answer by mail or telegram, a reasonable number of inquiries on any listed securities 
in which you may be interested or on the standing and reliability of your broker. 
This service in conjunction with your subscription should represent thousands of 
dollars in value to you. It is subject only to the following conditions: 


Give all necessary facts, but be brief. 


Confine your requests to three listed securities. 
No inquiry will be answered which does not enclose stamped, self-addressed 


envelope. 


If not now a paid subscriber use coupon elsewhere in this issue and send: check 
at same time you transmit your inquiry. 


Special rates upon request for those requiring additional service. 





Barnsdall Oil Co. 


Were the August shut-downs entirely re- 
sponsible for the reduction of Barnsdall Oil's 
quarterly payment to 15 cents? What is the 
present outlook for the shares? I bought 125 
shares last year at 20%. Do you believe it 
advisable to continue holding for the long 
pull or would you sell on the next bulge?— 
D.C. M., Mobile, Alabama. 


Barnsdall is engaged solely in the 
production of crude oil, in which field 
the firm is an important factor, and 
the 15-day shutdown in August in 
six southwestern states consequently 
had an adverse effect on earnings. 
Results for the nine months ended 
September 30, 1939, were equal to 56 
cents per share on the common stock, 
which compared with earnings of 
$1.16 per share in the similar period 
of the year before. Most of this 
drop was accounted for in the third 
quarter, since the preceding quar- 
ters, though lower than the corre- 
sponding quarters of the year before, 
were somewhat better than the in- 
dustry as a whole. Due to the drop in 
earnings, directors reduced the divi- 
dend. However, the company has in 
the past followed a liberal dividend 
policy in line with earnings, and res- 
toration of the former rate would 
seem probable when earnings have 
recovered. Reserves are high and 
Improved business conditions, with 
probable war demands should the 
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conflict in Europe prove to be a pro- 
longed one, may result in a more sat- 
isfactory crude oil price structure. 
Barnsdall is in a good position to 
benefit from such improvement. 
Financial position of the company is 
sound and capitalization is conser- 
vative. Funded debt amounts to 
$7,500,000 par value 314’s of 1942/47, 
followed by 2,250,344 shares of com- 
mon stock. A satisfactory yield is 
afforded in spite of the dividend re- 
duction, and in view of the longer 
term possibilities of the company 
and the industry, retention of your 
commitment is believed to be war- 
ranted. 


Lehn & Fink 


How do you account for the fact that Lehn 
«& Fink common stock, earning about 20% 
more per share than last year, is still selling 
under the 1988 high of 143g. Thus far this 
year, the highest point reached was 125%. I 
hold 150 shares at 19. What action do you 
suggest? What effect, if any, is the war 
likely to have on this company’s business?— 


E. J. M., Mayaguez, P. R. 


Due to higher costs and mounting 


taxes, earnings on the common stock 
of Lehn & Fink have not been able 
to record consistent gains in spite 
of good recovery in sales from de- 
pression lows. Following earnings of 
$4.10 per share in 1929, profits de- 
clined in each year thereafter to 1935, 
when $1.03 per share was shown. 
The following year, 1936, saw a re- 
versal of this trend, and earnings 
were equal to $1.71 per share, but 
profits declined again in 1937 and 
1938 when $1.36 per share and $1.05 
per share were reported respectively. 
However, earnings have this vear 
again been pointing upward, and re- 
sults for the nine months ended Sep- 
tember 30th were equivalent to $1.09 
per share, which compares with 89 
cents per share in the corresponding 
period last year. A continuation of 
this trend over coming months is 
probable, since higher levels of .con- 
sumer purchasing power should stim- 
ulate sales of such of the company’s 
products as Dorothy Gray cosmetics, 
Hinds Honey and Almond Cream 
and Pebeco Toothpaste. Lysol dis- 
infectant for institutional and per- 
sonal use is the concern’s most im- 
portant item, and sales of this prod- 
uct should continue rather’ stable. 
In addition, earnings are not likely 
to be adversely affected to any great 
extent because of the war, since sales 
are largely domestic. Capitalization 
of the company is simple, the 400,- 
000 shares of stock outstanding hav- 
ing the only claim on assets and earn- 
ings. . Finances have been main- 
tained in good order and should:al- 
low continuation of a liberal divi- 
dend policy. Disbursements have 
this year totalled $1.3714 per share 
and at current prices, the issue re- 





When Quick Service Is Required, Send Us a Telegram 


Prepaid and Instruct Us to Answer Collect. 








turns a good yield. The chief at- 
traction of the stock is its Imcome- 
producing qualities, and where this is 
important to the holder, we recom- 
mend retention. 


F. W. Woolworth Co. 


Can you tell me what effect the war has 
had on F. W. Woolworth’s foreign holdings? 
1 have heard the British Government may in- 
crease corporate taxes. Will this mean a 
drastic cut in foreign unit earnings? Might 
gains in domestic sales offset declines in for- 
eign income? I am holding 100 shares pur- 
chased at 52%. What action do you advise 
now?—L. S. K., Beverly Hills, Calif. 


F. W. Woolworth Co., operating 
more than 2,000 stores in this coun- 
try, Canada and Cuba, ranks as the 
world’s largest variety chain store 
organization. Affiliated concerns are 
active in England and Germany. In 
recent years, no funds have been re- 
ceived from the latter country. 
Through the enlargement of stores 
and the introduction of higher priced 
goods in certain units, the concern 
has been able to maintain its trade 
position. Because of price policies, 
the established reputation of the 
company and the ability and ag- 
eressiveness of the management, 
sales and earnings have shown rela- 
tive stability in the past decade. 
Substantial minimum earning power 
has been demonstrated, the low since 
1929 having been equivalent to $2.32 
per common share in 1932. Net in- 
come last year was equivalent to 
$2.95 a share as compared with $3.42 
a share in 1937. Finances are excep- 
tionally’ strong and the 9,750,000 
shares of $10 par value capital stock 
are outranked in the capital struc- 
ture by only $10,000,000 of funded 
debt. The concern does not follow 
the practice of issuing interim earn- 
ings reports. Sales in the first ten 
months of the current year were 
48% above corresponding year 
earlier levels. Profits this year are 
expected to be somewhat greater 
than those of 1938, this year’s divi- 
dend payments from the English 
subsidiary having been received sev- 
eral months ago. However, the out- 
look for 1940 is somewhat uncertain 
at the moment. Revenues from Eng- 
land are likely to be affected by ris- 
ing taxes, smaller sales, fluctuating 
exchange rates and possible restric- 
tions on the export of capital. Last 
year, earnings from this source cov- 
ered approximately 30% of the regu- 
lar $2.40 dividend rate. Further ex- 
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pansion in consumer purchasing 
power in this country and its bene- 
cial effects on sales and earnings is 
not likely to offset smaller income 
from Great Britain. Accordingly, 
the 60-cent quarterly rate of divi- 
dend payments cannot be consid- 
ered as being secure. On the other 
hand, present prices give consider- 
able recognition to the uncertainties 
abroad and where one is willing to 
exercise a degree of patience, we 
would advise continued long term re- 
tention of the shares. 


Homestake Mining Co. 


In your opinion, is the $4.50 annual divi- 
dend on Homestake secure? Have been hold- 
ing 300 shares for income and am quite satis- 
fied with the stock’s market performance, but 
have been a little worried lately by reports 
that operating costs have risen considerably 
because of concentration on low-grade ores.— 
W. V., Atlantic City, N. J. 


Homestake Mining is the largest 
domestic producer of gold and has 
had a most satisfactory record since 
ils organization in 1877. Production 
in the first half of the current year 
was about equal to that of the simi- 
lar period of last year, but because 
of higher grade ore which was being 
worked, earnings for the six months 
ended in June were equal to $2.11 
per share on the capital stock, up 
some 28% from the $1.64 per share 
reported for the first half of the pre- 
ceding year. Whether this improve- 
ment has been maintained during the 
second half is doubtful, since an ore 
of lower gold content is currently 
being worked. Furthermore, higher 
levels of general business activity will 
increase operating costs of the con- 
cern in other directions, while there 
are no indications at the present 
time pointing toward any increase 
in the price of gold. Even so, full 
year results are expected to be bet- 
ter than the $3.45 per share reported 
for 1938. Blocked out reserves are 
equal to about a thirteen-year sup- 
ply, at recent rates of activity, and 
indicate a long life for the mine. 
While the $4.50 per share annual 
dividend has not been fully earned 
for several years past, there is no in- 
dication of an early reduction. 
Finances are quite strong, the latest 
balance sheet disclosing cash alone 
well in excess of current liabilities. 
The concern has no funded debt out- 
standing, the 2,009,280 shares of capi- 
tal stock representing the entire cap- 
italization. The issue is attractive 


as an income producer, and we ad 
retention of your commitment, ~ 


Chicago Pneumatic Tool 


About two years ago I bought 150 sh 
of ‘Chicago Pneumatic Tool common at $f 
Now, despite considerably higher earnings,’ 
stock seems unable to pass a high for { 
year of only 20%. In a recent issue, ¥ 
stated that this issue “constitutes an intep 
ing speculation worthy of retention.” Dg 
this still hold good?—M. C., Dallas, Tex 


Chicago Pneumatic Tool Co.) 
leading factor in its particular fie 
manufactures a broad line of por 
able and stationary electric 
pneumatic tools, gas and Diesel @ 
gines, compressors and related equij 
ment. These products are wide 
used in the construction, shipbuil 
ing, aviation, automobile. oil, ra 
road and mining trades. Operatiog 
are world-wide, with foreign busing 
normally accounting for about 409 
of the total. Sales and earnings tem 
to closely follow the pattern of bug 
ness in general. This is borne off 
by the earnings record of recep 
years. which reveals common p@ 
share losses in the five years ende 
December 31, 1934, and_profitabli 
results from there on. Net incom 
in 1938 was equivalent to only If 
cents per share, down sharply from 
$2.50 a share a year earlier, whi¢ 
was the best showing since 199% 
when $2.99 a share was reported. A 
was shown by the balance sheet @ 
December 31, 1938 (latest avaih 
able), the firm is strong financially 
On that date current assets, includ 
ing cash of $1,454,658, amounted 
$10,644,376 while current liabilities 
including notes payable of $148,466 
totalled only $1,720,256. The 
320 shares of no par value commé 
stock are preceded in the capita 
structure by 181,135 shares of $3.01 
cumulative preference stock, whieh 
is convertible into one and one-hal 
shares of common stock and 67,60 
shares of $2.50 cumulative prior pré 
ferred stock, which is convertible 
into one and two-thirds shares ¢ 
common stock. Earnings of 33 cents 
a share in the third quarter aide 
considerably in lifting net for thé 
January-September interval of 198! 
to the equal of 43 cents a share from 
only 11 cents a share in the corre 
sponding year earlier interval. Aideg 
by the beneficial effects of a prograll 
of product diversification, carried @ 
in recent years, as well as expanditij 

(Please turn to page 316) 
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1 the Trader Sees Today's 
Market 





4 (Continued from page 291) 


, jssibility was there, and traders 
e given a chance to anticipate 
it because even up to noon of the 
lowing day practically no further 
‘wound had been lost, and the aver- 
ge was still slightly above the 136.42 
mark. The close for the day, how- 
ever, was at 131.84 with the rails 
‘aso well below their former inter- 
mediate lows; and the bear market 
yas Officially in force. 
' Only the major Dow signals can 
he anticipated, and these ordinarily 
= at fairly long intervals. A 
k pemiedse of the possibilities in this 
ection may therefore lie unused 
r years, but when circumstances 
a oduce an opportunity to use it, the 
results can be very profitable. Buy- 
ing in June, 1938, and selling in 
April, 1939, on the completed Dow 
Signals confirmed by the rails would 
have meant a little less than 3 points 
‘profit in the industrial average. Act- 
‘ing without waiting for rail con- 
Hirmation would have meant better 
than 7 points profit. Anticipation 
Of these signals at times when it 
‘ould logically have been done would 
have swelled the profit on the turn 
't0 approximately 20 points. Any 
"part of such an improvement over 
"purely mechanical methods is 
Worth watching for in the future. 





Melville Shoe 





(Continued from page 292) 


The new preferred shares will be con- 
vertible into 314 shares of common 
‘stock prior to January 1, 1942, after 
“that date and until January 1, 1945, 
Pinto three shares of common, and 
iter the latter date until January J, 
3 1950, into 214 shares of common. 
4 "Giving effect to the stock exchange 
r involved in the merger, out- 
3 Ganding capitalization will consist of 
5,260 shares of 5% convertible pre- 
: erred stock and 918,896 shares of 
“tommon stock. The consolidated 
alance sheet as of September 30, 
» tevealed current assets of nearly 
000,000, including cash of some 
000,000, and current liabilities of 
4 bout $3,500,000. There was no 
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Business 
begins with BUYING 

















¢ A manufacturer must buy be- 
fore he can sell. He must buy the 
raw stuff that goes to make the fin- 
ished product; he must buy machin- 
ery and the plants to house it, and 
must hire the men without whom 
the finest equipment in the world 
would be just so much worthless 
scrap. 


° In our particular case, being a 
large manufacturer, we are first of 
all an enormous buyer. If all of the 
copper wire we buy ina single good 
year were converted into sixteenth- 
inch wire, the strand would stretch 
over 209,000 miles—enough to 
wind eight times around the Earth. 
And the insulating yarn we buy 
could be looped 36 times from 
Earth to Moon. 


¢ We use enough steel and iron 
each good year to build two rail- 
road tracks 2,290 miles long—or a 
couple of Oakland Bay Bridges. 


° We buy a lot of gas, oil, hy- 
drogen, nitrogen and oxygen; we 
are a huge consumer of gold, silver, 
mercury and tungsten. You won’t 
find the kind of sapphires we use 
for bearings in a jewelry store—nor 
would you find a jewelry store in 
the world that could supply the 
20,000,000 jewels we need each 
year. We even buy diamonds and 
use them as dies for drawing very 
fine wire. Though most of our pur- 


chases run into tremendous quan- 
tities, one of them, last year, amount- 
ed to just one ten-thousandths of a 
gram. That was radium, and it cost 
$300. 


* Every one of the forty-eight 
states and Alaska are important sup- 
pliers of ours. Twenty foreign coun- 
tries contribute materials not pro- 
duced in America. Almost literally, 
every industry and every farm pro- 
duces something that we use. 


* “What in the world can a farm 
grow for Westinghouse?”, you ask. 
Just to name a few things — oat hulls, 
molasses, grain and sugar cane for 
alcohol, dextrine from corn, flour 
and straw for making foundry cores, 
lard, sugar, lumber and tapioca; 
also leather, wool, cotton and meat 
products. It all adds up to this. Each 
year we buy morethan$100,000,000 
worth of the products of industry 
and farmers. Some of our people 
have estimated that these purchases 
give work to about 36,000 persons 
annually. This is in addition to our 
own 43,000 employees who fabri- 
cate these materials into a vast num- 
ber of machines and appliances 
which increase the permanent 
wealth of America. 


* Who gets this wealth? Why, 
the industries and farmers who sold 
the materials to us, of course. It’s 
really nothing but an elaborate 
process of swapping. We swap what 
we make for the materials needed to 
make our products. 


* That’s why we cannot con- 
sider ourselves as a separate indus- 
try. Along with thousands of others, 
we are merely an essential cog in 
the tremendous process which has 
created American prosperity and 
the American way of living. 














funded debt or bank loans. Inven- 
tories.totaled $7,182,465. 

In 1988 earnings of Melville Shoe 
were $1,484,060, equal after pre- 
ferred dividends to $3.59 a share for 
the common stock, compared with 
$1,878,896 or $4.55 a share in 1937 
and $3.99 a share in 1929. This year 
the company’s earnings promise to 
be better than in any of those years. 
With net in the first six months equal 
to $2.44 a share for the common 
stock as against $1.16 a share in the 
same months of 1938, and with nine 
months’ profits equal to $3.53 a 
share, the probabilities are strongly 
in favor of full year’s earnings of at 
least $5.00 a share for the common. 
Consolidated earnings of Melville 
and McElwain on the new capitali- 
zation should approximate $3.00 a 
share for the common stock. 

Stockholders of Melville Shoe have 
received dividends in every year 
since 1916. Payments have varied 
but have been generous in relation 
to earnings. With the recent declara- 
tion of a final dividend of 75 cents 
total dividends on the common stock 
for 1939 were $4.00. Last year pay- 
ments totaled $3.00 a share. 

Combining a better than average 
yield with an impressive record and 
promising prospects, Melville Shoe 
common should prove worthwhile for 
investors to whom dependable in- 
come is a major consideration. 





Western Union Improves 
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of this it appears that the company 
is caught in a long term decline of 
a technological nature and should 
the new developments fail to pull it 
out again, operating income will con- 
tinue to show an increasing inability 
to respond fully to future business 
upswings. 

The present forward move in gen- 
eral business throughout the nation 
promises to carry earnings for the 
system to around $2.00 per share, 
and on the basis of the sharp increase 
in September revenues the stock was 
given a whirl, followed soon by reac- 
tion as speculators took thought of 
underlying realities. The range for 
the year thus far has been between a 
high of 37 and a low of 16% with the 
current price about 24. The lever- 
age exercised on the common stock 
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by the heavy bonded indebtedness 
makes the stock a fast mover when 
operations show an uptrend. The 
number of shares outstanding is not 
large for the size of the company, 
and per share earnings mount rapid- 
ly. Even in 1936 and 1937 per share 
earnings were $6.89 and $3.18, re- 
spectively. Dividends, of course, do 
not keep pace and were only 75 cents 
and $1.50 per share, respectively, for 
those years. Last year’s deficit of 
$1,637,879 naturally precluded any 
disbursement, and estimates of the 
present position make a small pay- 
ment this year possible but not prob- 
able. Any continuance of the cur- 
rent rate of industrial and business 
swing should see a material improve- 
ment in the company’s status, 
although it must be kept in mind 
that its securities are speculations, 
the purchase of which depends for its 
success on timing. 





The Effect of the War on 
American Commerce and 
industry 





(Continued from page 287) 


cial collapse of Britain and France 
at the expiration of the war would 
be bound to have important reper- 
cussions on the economy of the 
United States. A three year war 
spells a gloomy prospect for the up- 
per and middle classes of Britain and 
France. If the middle class of any 
nation is ruined, sees its savings 
swept away, that nation is ripe for 
revolution. 

“We will turn now to the last 
and worst alternative: a prolonged 
World War with other nations in- 
volved and with the theater of war 
extended to the Balkans, to the Near 
fast and the Far East, and with 
the character of the war changed 
from inactive fixed armies to a war 
of movement on several fronts. 

“In such a case, there is no doubt 
that our supplies of raw materials 
and finished goods would be heavily 
drawn on up to the very limit of 
the combatant’s resources in gold, 
securities and foreign exchange. As- 
suredly, prices in this country would 
rise appreciably. 

“American agriculture and indus- 
try would probably prosper during 
the period of the war, unemployment 


would decrease and we might ey. 
perience a boom. But what an after. 
math! The United States, with prac. 
tically all the world’s gold, woul 
face an impoverished world bitte; 
and resentful in its poverty of a rich 
America. We might then see all the 
nations of the world repudiating 
gold, with the United States holding 
its great hoard in Kentucky as ap 
asset of no value. I have never, up 
to the present, believed gold would 
lose its value but I can now see the 
possibility in the event of a pro. 
longed war.* 

“We would see as the aftermath of 
such a prolonged world conflict an 
even greater dislocation of American 
trade and commerce than occurred 
after the Great War, with resultant 
confusion and suffering, and pro. 
found changes not only in the poli- 
tical and social fabric of the nations 
at war but of the United States as 
well. 

“To sum up, if the war is a short 
one I can see no appreciable lasting 
effects on American trade and con- 
merce. If the war is restricted to 
present combatants but lasts three 
years, it will have a more lasting 
effect and is apt, in the end, to have 
profound effects on our monetary 
and financial system. If the war be- 
comes a World War and lasts three 
years, no mere man can predict the 
outcome though it is safe to say that 
we will all be living in a different 
type of society, in a different world 
and, to those of us who have been 
the heads of capitalistic enterprises. 
a possibly uncomfortable world. 

“I believe it greatly to the credit 
of this generation of American busi- 
nessmen that they have seen the 
fallacy in the idea of this war. 
whether long or short, making any 
real contribution to American pros- 
perity. They have seen clearly that 
an evanescent boom carries with 1t 
its inevitable reaction and does not 
create an enduring prosperity. They 
have, once and for all, squelched the 
favorite argument of our intelli- 
gentsia and of our advanced radicals 
that the capitalists bring on wal. 
They have seen that we can have 
no prosperity from an impoverished 
Europe.” 

Modern industry’s aversion to 
war, as expressed by General Wood, 
is matched by that of organized 
labor. Mr. Edward F. McGrady, 
former Assistant Secretary of Labor, 
sums the case up as follows: 
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“As the indexes of total living 
costs became available city by city 
(during the last war] they showed 
that costs of food, clothing and 
housefurnishings had increased more 
than those for other items. From 
1913 to 1917, while we were still 
neutral, the price of food increased 
57 per cent; clothing, 49 per cent; 
fuel and light, 24 per cent; house 
furnishings, 150 per cent. Although 
wages advanced between 1913 and 
the date of our entry into the war, 
the advance did not keep pace with 
the rise in prices and the cost of 
living. The discrepancy resulted in 
3789 strikes in 1916, more than 
three times as many as there were 
in 1914.” 


*To our minds, the General has gone out 
on @ rather dangerous limb here. If other 
countries, particularly Britain and France, find 
themselves stripped of gold at the war’s end 
(though it must be remembered that Britain 
controls the bulk of the world’s production of 
new gold), it would not be surprising to see 
them resort to bi-metallism with silver actu- 
ally the principal currency and exchange base. 
The value of gold would remain unimpaired 
under such an arrangement. In any event, the 
proffer of American gold in settlement of trade 
balances scarcely seems likely to be declined. 
—Ed. 





Could the Government 
Do Better? 





(Continued from page 275) 


For most of these nations, however, 
government ownership of the rail- 
roads is a matter of strategic, polit- 
ical, economic and military neces- 
sity, and must be continued regard- 
less of the cost. 

But in this country there are no 
problems of this nature to be faced. 
Public ownership would be justified 
only on the grounds that the roads 
are not performing their primary 
function of carrying the nation’s 
goods cheaply and fast. We have 
seen, however, that the roads are in 
reality operating at a high degree 
of efficiency. And we furthermore 
gained an object lesson during the 
last World: War in what happens 
even in this country when the Gov- 
emment takes over the railroads. 
For twenty-six months from 1917 to 
1920 they were in the hands of the 
Government. Traffic was at an all 
time high and revenues reached new 
peaks, Yet the roads lost money. 
In fact they lost money at the rate 
of $2,000,000 a day or $1,616,000,000 
for the entire period. When this bill 
was presented to the nation’s tax- 
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“Didn't Little Boys Get Trains, Grandpa?”’ 


“No, sonny, not when I was a little boy. You see, Santa Claus hadn’t learned 
how to make electric trains, or automobiles, or airplanes then. I used 


to get a jackknife or a pair of mittens for Christmas. You’re a lucky boy!” 


OYS and girls aren’t the only lucky ones these days. Just check 
over the things you have, and ask yourself how many of them 
a family like yours could have had even a generation ago. Certainly 
not your radio or your electric refrigerator. Probably not your auto- 
mobile, or even your electric lights. And there are thousands of other 
things—-now available in a wide variety and at a reasonable price— 


that were unknown or prohibitively expensive only a few years ago. 


Yes, we say we are lucky today. But it wasn’t luck that made all these 
things available to us. It was American industry—its scientists, engi- 
neers, and workmen—-who developed these new products, improved 
them, made them less expensive so that more millions of people can 
enjoy them. 

More than any other one thing, the increasing use of electricity in 


industry has helped in this progress. For more than 60 years, General 


Electric has pioneered in making electricity more useful to the American 


people 


in creating More Goods for More People at Less Cost. 


G-E research and engineering have saved the public from ten to one hundred 
dollars for every dollar they have earned for General Electric 
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payers, the ensuing howl stopped 
short the plans some men in Wash- 
ington had drawn up for continuing 
the control. Accordingly, private 
ownership once more took a hand. 
And it was found that maintenance 
of equipment and maintenance of 
way had been neglected, costs were 
out of proportion to revenues, and 
new construction was at a standstill. 
The actual loss was, therefore, even 
greater than that admitted to the 
taxpayers. 

To attribute the present financial 
difficulties of the majority of roads 
to any one cause would be unwar- 
ranted. The primary factor, of 
course, has been the 43% drop in 
operating revenues since 1929. Al- 
though expenses can be reduced to a 
certain degree, roadbeds must be 
maintained and bonded _indebted- 
ness must be serviced. The compe- 
tition of trucking concerns, and te a 
degree of airplanes, has not made 
matters any easier. Then too, the 
percentage of gross operating income 
that goes to the state and Federal 
governments for taxes has shown a 
steady increase, especially with the 
institution of the social security laws. 
Last year the total amount paid by 
the roads came to $341,000,000 and 
equaled 9.5% of gross operating 
revenues—an all time high. 

Obviously any continuance in the 
downtrend of rail revenues of the 
last decade without considerable in- 
creases in rates will see practically 
every road in the country bankrupt. 
But indications are that the move is 
strongly upward in terms of traffic, 
and with Class I roads showing a 
profit for the last six months of the 
year, the picture looks brighter. 
Over and above these considerations, 
however, the major factor is that the 
railroads in this country continue to 
improve the quality of their service 
and stand far ahead of the rest of 
the world in terms of operating 
efficiency. 





Our Changed Economy 





(Continued from page 280) 


constable and giving full play to so- 
called natural economic forces either 
feasible or promising. Therefore, re- 
gardless of whether there is a change 
in political administration at Wash- 
ington in 1940, we shall have to con- 
tinue a groping search for a better 
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way of life by experiment, compro- 
mise and adjustment—hoping that 
somewhere along this road we shall 
acquire greater wisdom in our public 
and private planning. 

Meanwhile we might well ponder 
this question: Are we not putting 
excessive emphasis on stability and 
protectionism, inadequate emphasis 
on the need for maximum expansion 
of production, employment and pur- 
chasing power? Even if we have to 
take two steps back for each three 
up, it is better to go boldly forward 
than to stand still. 





Tobacco Stocks 





(Continued from page 289) 


in order to assure themselves of an 
average high standard, processors 
carry their inventory on the basis of 
a three-year average. Likewise they 
average their.inventory costs in a 
similar manner and thereby largely 
protect themselves from any drastic 
changes in raw material prices. Ac- 
cording to latest reports this year’s 
crop has been large and prices are 
substantially lower than those pre- 
vailing in 1938. Hence inventory 
costs should run somewhat lower on 
the average. Incidentally reduced 
prices for raw products should be of 
particular benefit to the low-priced 
ten-cent brands. 

The table on page 289 contains a 
comparison of sales, operating costs 
and inventories of the leading com- 
panies, excepting American Tobacco, 
which did not report sufficient of its 
operations prior to 1937 to make in- 
clusion in the tabulation practical. 
The index numbers therein indicate 
the trend of sales and costs more 
clearly than do the actual figures 
themselves. 

These trends have had a very defi- 
nite effect on cash position. Thus as 
a result of greater inventories, as 
well as higher operating costs, R. J. 
Reynolds & Co. in 1938 reported 
$4,681,972 cash against $34,161,950 
in cash and U.S. Government bonds 
only five years previously, a decrease 
of $29,479,978. The company also 
had serial notes outstanding to the 
amount of $20,000,000 and in addi- 
tion owed the banks $4,400,000, 
whereas in 1934 none of these obliga- 
tions existed. From 1934 to 1938 
inventory increased by $48,255,483, 





or almost as much as the decrease jp 
cash and gain in liabilities. 

Similarly American Tobaceo 
showed a strong cash position as of 
December 31, 1938, with $16,396,. 
944 compared with $34,639,798 in 
1934, a decline of $18,242,854. From 
being free of funded debt and bank 
loans five years previously the for- 
mer now amounts to $19,487,900 and 
bank loans grew in five years to 
$28,739,000. During this period in- 
ventories, however, gained by $29,- 
984,719. In a less drastic manner 
the trend of Liggett & Myers finances 
has followed the same downward 
path. In this instance cash and 
marketable securities stood at $13,- 
160,601, according to the latest an- 
nual report, whereas in 1934 these 
items were $34,654,497, a reduction 
of $21,493,896. Funded debt was 
reduced nevertheless by $5,235,900 
to $22,438,300, though notes payable 
totaled $6,000,000. An increase of 
$31,810,261 in inventory during this 
period largely accounts for the in- 
crease in bank debt and the reduc- 
tion in cash. In this case the inven- 
tory figure is closer to cash and debt 
items than in the instance of Ameri- 
can Tobacco, since Liggett is one of 
the few major companies which has 
restricted dividend disbursements to 
actual earnings. 

On the other hand Philip Morris 
has had a rapidly expanding de- 
mand for its products and though 
notes payable at the close of the 
fiscal year ended March 31, 1939, 
amounted to $7,000,000 in contrast 
to no debt at all five years ago, this 
condition is easily understandable in 
view of the manner in which the 
company’s sales and earnings have 
been forging ahead. During this 
same period inventory gained $25, 
757,687. This is in decided contrast 
to the other major companies whose 
rate of sales betterment is mediocre 
by comparison, since these other 
units were forced to deplete cash and 
borrow money to finance their busi- 
ness. Herein lies the difference in 
the respective financial condition of 
these companies. It might be added 
that Philip Morris had $1,501,074 
cash on hand at the end of its fiscal 
year compared with $2,435,327 five 
years before. Earnings have been 
satisfactory and dividends liberal. In 
the six months ended Sept. 30, 1939, 
net income totaled $3,851,742 com- 
pared with $3,157,967 in the same 
part of 1938. 
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One partial explanation for the in- 
crease in funded debt is attributable 
to the surtax on undistributed profits 
in 1936 and 1937. Because of the 
penalty tax on retained profits, those 
companies having earnings in excess 
of regular dividend requirements de- 
cared extras. This governmental 
policy was therefore instrumental in 
developing the inability of these com- 
panies to finance their inventory 
needs. Another reason is that some 
four or five years ago most compa- 
nies had a substantial income from 
security holdings. When inventory 
requirements became heavier it was 
found necessary to sell these hold- 
ings in order to raise cash, so that 
this non-operating income was lost. 
However, American Tobacco from 
1934 to 1938 paid out $11,323,248 in 
excess of earnings, while P. Loril- 
lard’s dividends exceeded earnings in 
these five years by $1,809,825. R. J. 
Reynolds during a similar period paid 
out $15,476,895 in excess of earnings, 
though in 1938 it carried a balance to 
surplus. Tax refunds, if granted, 
would aid these companies. Ameri- 
can Tobacco and Liggett & Myers 





have filed claims for $13,000,000, | 


while R. J. Reynolds has put in a 


claim for the full amount of taxes it | 


paid. 


to $3,000,000. Thus far 


P. Lorillard’s claim amounts | 
Axton- | 


Fisher has received 47% of its total | 


claims, or a $696,395 refund. 
Though R. J. Reynolds reported 
lower earnings in 1938 than in 1937 
the fact that management reduced 
the dividend payments on the com- 
mon stock leads to the belief that a 
conservative position is being as- 
sumed. Earnings in the first six 
months were equivalent to $1.15 on 
the common and Class “B” shares. 
Since the company has good prod- 
ucts some comeback is quite possi- 
ble. American Tobacco, acccording 
to press reports, will earn its divi- 
dend this year, but since the com- 
pany continues bank borrowings on 
a large scale it appears that no more 
progress is to be expected than would 
normally be called for by the cyclical 





upswing now underway. The out- | 
look for Liggett & Myers continues | 
moderately satisfactory from the | 


standpoint of dividends, though it 
seems unlikely any considerable 
growth in sales or earnings will de- 
velop soon. However, with improve- 
ment in business continuing this 
company should receive its propor- 
tionate share. P. Lorillard’s record 
remains unimpressive. 


DECEMBER 16, 1939 





STUDEBAKER SCORES 
TWO NEW ALL-TIME SALES 
TRIUMPHS DURING 1939 


Rolls up biggest October 


and biggest November unit volume in 


company’s 87-year history 


Mov 


IT# t 84 place 


Ms business men believe that 
LV the remarkable success which 
Studebaker has achieved during 
1939 is due entirely to the intro- 
duction last April of the new low- 
priced Studebaker Champion. 

Yet the fact is that every Stude- 
baker model has had an excep- 
tionally good year. 

Studebaker’s Commander and 
President passenger cars, as well 
as Studebaker’s commercial cars 
and trucks, have contributed sub- 
stantially to Studebaker’s envi- 
able record in 1939. 


An increase of 111% 
against an industry gain 
of 49% 

One important reason for Stude- 
baker progress is the remarkable 


operating economy that distin- 
guishes every Studebaker model. 


In the Studebaker Champion, 


delivering as low as $660 at the 


factory, tests show you get 10% 
to 25% better gas saving than in 
any other lowest price car. 

The Studebaker Commander 
won the Gilmore-Yosemite Gas 
Economy Sweepstakes of 1939— 
and the Studebaker President took 
first in its class for gas-saving. 

This economy is supplemented 
by the money-saving assured by 
Studebaker craftsmanship. The 
largest group of long-time, skilled 
workmen employed in any auto- 
mobile factory build every Stude- 
baker model to run smoothly at 
low upkeep cost for years. 

When you're finally ready to 
resell a Studebaker, its sound con- 
dition assures you an attractive 
trade-in price. 

See your local Studebaker dealer 
and get a clear, first-hand picture 
of Studebaker value before you 
put your money into any new 
passenger car, commercial car or 
truck. Easy C.1.T. payment terms. 


STUDEBAKER...THE GREAT INDEPENDENT 
World’s Oldest Vehicle Manufacturer 














Answers to Inquiries 





(Continued from page 310) 


activity in the serviced industries, 
earnings should continue upward in 
1940. The concern will benefit in- 
directly from increased U. S. Gov- 
ernment appropriations for arma- 
ment. Foreign business should con- 
tinue satisfactory. Dividend initia- 
tion currently appears uncertain. In 
view of the relatively favorable earn- 
ings outlook at this time, we would 
advise continued speculative reten- 
tion of the shares. 


Best & Co. 


Some time ago I asked your advice with 
regard to 100 shares of Best & Co., purchased 
in 1938 at 55. You suggested holding be- 
cause of reasonable return and moderate ap- 
preciation possibilities. Do you feel the shares 
might soon rise to level at which I bought? 
Would like latest report of your analysis.— 
P. le M., Kansas City, Mo. 


Best & Co., operating a large de- 
partment store on Fifth Avenue, 
New York City, and maintaining 
small branch establishments in vari- 
ous suburban and resort communities 
is a well-known distributor of high 
quality women’s and children’s cloth- 
ing as well as men’s clothes and vari- 
ous novelties. The adeptness of the 
management in  foreseeing style 
trends has much to do with the con- 
cern’s outstanding past earnings rec- 
ord. Operations have remained con- 
sistently profitable over a number 
of years. Net income in the term 
ended January 31st last was equal 
to $3.35 a share as against $4.02 a 
share the year before. Capitaliza- 
tion is quite simple, being comprised 
of only a mortgage of $350,000, 3,425 
shares of $100 par value preferred 
stock and 300,000 shares of no par 
value common stock. Finances have 
remained consistently strong. Slight- 
ly lower sales and its adverse effects 
on profit margins resulted in per 
share earnings declining in the six 
months ended July 31st last, to the 
equal of $1.18 a share from $1.38 a 
share in the like interval of 1938. 
Countrywide retail sales are showing 
encouraging gains so far this year 
and with business activity expected 
to continue at high levels for a con- 
siderable period of time, a continu- 
ance of the trend is anticipated. 
This, coupled with the tendency of 
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consumers to purchase higher priced 
goods in periods of good times as well 
as a strong trade position and well 
controlled costs should find favor- 
able reflection in future profits of the 
enterprise. Estimates are currently 
being made that earnings in the pe- 
riod to be completed shortly will ap- 
proximate $3.00 a share. Either an 
increase in the current 40-cent quar- 
terly rate of dividend or an extra 
distribution is possible prior to the 
fiscal year-end. Although the shares 
are not likely to approach purchase 
levels of 55 in near months, we feel 
that continued retention is justified 
for both income and longer term 
price appreciation. 


American Chain & Cable Co. 


How do your security experts regard Amer- 
ican Chain & Cable common stock in the 
present market? I now show a slight profit 
on 150 shares bought at 21 on your recom- 
mendation, but missed the recent high of 2514. 
Do you think the price may approach this 
level in the near future?—Dr. C. W. T.. Char- 
lottesville, Va. 


In addition to the well-known 
“Weed” tire chain, American Chain 
& Cable Co. manufactures certain au- 
tomobile accessories as well as cables, 
hoists, compressors and other ma- 
chine tools employed in a wide va- 
riety of industrial endeavors. No 
one product accounts for more than 
20% of total volume. Returns mir- 
ror the trend of industrial activity in 
general. Common per share deficits 
were incurred in the four years prior 
to 1935. Since that time, activities 
have been profitable and earnings 
of 56 cents a share were reported in 
1938. This represented a sharp fall- 
ing off from 1937 results of $2.79 a 
share. Working capital position is 
satisfactory, in that cash alone of 
$2,447,036 as of December 31st last 
(latest available) exceeded total cur- 
rent liabilities of $1,722,125 by a 
fairly substantial margin. There is 
no funded debt outstanding, and cap- 
italization is composed of only 57,- 
384 five dollar preferred shares 
which are currently convertible into 
four shares of common stock, and 
987,437 common shares. A_ good 
sized increase in sales in the initial 
six months of the year boosted per 
share results in the interval sharply 
upward to the equal of 53 cents from 
only 1 cent in the January-June 
stretch of 1938. Further marked 
sales gains are possible and with 


profit margins likely to widen as 
volumes increase, net income should 
score highly satisfactory gains over 
coming months. A dividend of 45 
cents a share has recently been de- 
clared, as compared with the previ- 
ous payment of 25 cents and con- 
tinued distributions, rather liberal jn 
relation to reported earnings, are to 
be expected. The shares would ap. 
pear to harbor rather interesting 
speculative possibilities for holding 
over an extended period. Retention 
is advised, but as to whether or not 
the year’s high of 2514 will be ex- 
ceeded in near months depends natu- 
rally upon the action of the market 
in general. 





Squeeze in Tire Company 
Profits? 





(Continued from page 284) 


half was $4,465,397 and will top 
$10,000,000 for the full year. 

The common stock is currently 
selling around 41 about midway be- 
tween the high of 5234 and the low 
of 3114. Understandably a market 
favorite in view of the company’s 
progress in recent years, it finds good 
support, although it does not rush 
into new high ground with every 
upswing in the market. 


Firestone Tire and Rubber 


Firestone Tire and Rubber concen- 
trates more on the tire and tube 
manufacturing of the rubber busi- 
ness than do the other members of 
the big four. Its principal customer 
in the new equipment field is Ford, 
although that company is now pro- 
ducing a portion of its own tire re- 
quirements. Since it is a leader in 
the production of tires for tractors 
and other farm machinery, the rapid 
strides made in this field promise to 
be a good source of income for the 
company in years to come. 

The company has an outstanding 
earnings record, having reported only 
one deficit in its entire history. There 
have, of course, been wide fluctua- 
tions in net income, but Firestone 
has done better than the industry as 
a whole in this respect. Its stability 
is accounted for by the large pro- 
portion of replacement business that 
it does. 

Capital structure is comparative- 
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iy simple, consisting of $50,000,000 
, bonded iridebtedness, 465,934 
dares of $6 cumulative preferred 
tock, and 1,936,458 shares of com- 
mon stock. 

The company’s fiscal year ends in 
dctober, and earnings for the first 
aif ending April were 75 cents per 
hare. Since the major portion of 
the replacement business is done in 
the summer months the full year’s 
et is estimated in the neighborhood 
if $2.60 per share. 

Currently selling around 21 as 
wainst a high of 251% and a low of 
13 the stock clearly shows its lack 
ot volatility in spite of the industry 
it represents. The dividend policy 
is liberal, but the company lacks 
jynamic interest for there seems to 
be comparatively little room for 
luther expansion in its field. 


Goodrich (B. F.) 


The smallest of the big four is by 
10 means a dwarf, having total assets 
close to $132,000,000. Wide diversi- 
feation is a main characteristic of 
the concern, only 55 per cent of total 
revenues being derived from the tire 
ind tube divisions. Of their output 
about 50% goes to General Motors 
for new equipment, and the rest to 
independent dealers for replacement 
ales. Goodrich also offers a com- 
plete line of automobile supplies 
through 450 of its own stores. 

Technical research has widened 
the line of the company’s products 
util it now manufactures some 
32,000 different items. The most 
outstanding development in recent 
yeaxsuis a rubber automobile spring 
with the elasticity of rubber and the 
itrength of steel. Weighing only ten 
pounds, it is designed to replace the 
wil springs now in use, operates 
ilently and requires no lubrication. 
The automobile industry as a whole 
\s showing a good deal of interest in 
this product. 

Capital structure consists of $25,- 
684,739 in funded debt, and $18,000,- 
000 in long-term bank loans together 
with 412,031 shares of $5 cumulative 
preferred stock and 1,303,205 shares 
of common stock. 

Earnings thus far this year have 
shown considerable improvement 
over last year, with profits for the 
first half equal to $1.61 per share as 
compared with a net loss of $209,551 
in the same period of last year. The 
reent refunding of $18,000,000 in 
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6% bonds has produced a saving of 
approximately $550,000 per year or 
43 cents per share on the common 
stock. Full twelve months’ earnings 
are put at $2.50 per share and with 
the preferred dividends and arrears 
tuken care of, the company was able 
to declare a dividend of $1.00 on the 
common. 

At the present level of around 20, 
the stock is not far from the high of 
2434 for the year, and a long way 
from the low of 1314. 





The Enigma of Commodity 
Prices 
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will be long permitted to continue. 
For if it were, the consequences to 
us might well be as serious as those 
which arose from Britain’s departure 
from gold in September, 1931; the 
sharp decline in the pound-dollar 
rate at that time contributed im- 
portantly to the extension of the de- 
pression for another year. 

But coming back to the situation 
immediately at hand, we find our- 
selves faced with a set of circum- 
stances that are almost entirely 
unique. For wars are traditionally 
inflationary as a glance at any long 
term chart of commodity prices will 
reveal. The three great conflicts of 
the past century and a half—the 
Napoleonic, Civil and World Wars 
—were all accompanied by huge in- 
creases in commodity prices. 

It is entirely conceivable, however, 
that while wars are thus traditional- 
ly inflationary, this one may prove 
an exception to the rule. “Much tra- 
dition has gone by the board in re- 
cent years and it cannot be denied 
that there are many more man-made 
deflationary devices now operating 
to offset the natural inflationary in- 
fluence of war than there ever were 
before. Perhaps the really infla- 
tionary period this time — even 
though the inflation did not “take” 
—was the year before the war be- 
gan when preparations for the on- 
coming struggle were being pushed 
forward at top speed. One cer- 
tainly gets the distinct impression 
that both Britain and France are 
keeping a tighter grip on their purse 
strings now that war is an actuality 
than they were a year or so ago. 

Needless t6 say, no positive posi- 
tion on the question can be taken at 
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THE TEXAS CORPORATION 





1491u Consecutive Dividend paid 
by The Texas Corporation and its 
predecessor, The Texas Company 


A dividend of 50¢ per share or two per 
cent(2% )on par value of the shares of 
The Texas Corporation has been declared 
this day, payable on January 2, 1940, 
to stockholders of record as shown by 
the books of the corporation at the close 
of business on December 8, 1939. The 
stock transfer books will remain open. 


L. H. LinpEMAN 

















November 28, 1939 Treasurer 
Allied Chemical & Dye Corporation 


61 Broadway, New York 

November 28, 1939 
Allied Chemica: & Dye Corporatio: 
has declared quarterly dividend No. 75 
of One Dollar and Fifty Cents ($1.50) 
per share on the Common Stock ot the 
Company, payable December 20, 1939. 
to common stockholders of record at the 

close of business December 9, 1939. 
W. C. KING, Secretary 





UNION CARBIDE 
AND CARBON 


CORPORATION 
v 


A cash dividend of Fifty cents (50¢) 
per share on the outstanding capital 
stock of this Corporation has been 
declared, payable January 1, 1940, to 
stockholders of record at the close of 
business December 8, 1939. 


ROBERT W. WHITE, Treasurer 





DIVIDEND 


ARMOUR AND COMPANY 
OF DELAWARB 


On December 1 a quarterly dividend of one and 
three-fourths per cent (1% %) per share on the 
Preferred Capital Stock of the above corporation 
was declared by the Board of Directors, payable 
January 2, 1940, to stockholders of record at the 
close of business December 12, 1939. 

E. L. LALUMIER, Secretary 


LOEW'S INCORPORATED 

“THEATRES EVERY WHERE" 

December 9th, 1939. 

Tus Board of Directors on December 8th, 

1939 declared a dividend at the rate of 

50c per share on the outstanding Common 

Stock of this Company, payable on December 

30th, 1939 to stockholders of record at the 

close of business December 19th, 1939. Checks 


will be mailed. 
DAVID BERNSTEIN 
Vice-President & Treasurer 


Carysler Corporation 


*DIVIDEND ON COMMON STOCK 











The directors of Chrysler Corporation have de- 
clared a dividend of one dollar ($1.00) per share 
on the outstanding common stock, payable 
December 23, 1939, to stockholders of record at 
the close of business, December 9, 1939. 

B. E. Hutchinson, Chairman, Finance Committee 





TO CORPORATION EXECUTIVES: 


The best public relations copy is that which 
carries news of favorable ividend action. 
Ability to show earnings and pay dividends in 
these times is evidence of successful manage- 
ment. You can reduce costly stockholder turn- 
over by attracting the attention of MAGAZINE 
OF WALL STREET readers through your divi- 
dend notices in our —_— 

How do we howe ver 60,000 inquiries to 
us per year read: ‘‘What are the dividend 
prospects for this stock?’’ 
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this stage of the game. There are 
too many incalculables that may tip 
the balance at any time. A dramatic 
change, for example, in the char- 
acter of the war from passive to ac- 
tive, or sudden evidence of inability 
on the part of Britain to restrain 
prices of commodities she pre- 
sumably controls might easily put an 
entirely different complexion on the 
matter. Nor can it be argued mere- 
ly from the recent action of com- 
modity prices themselves that much 
higher levels will not be forthconfing 
in the reasonably near future since, 
it will be recalled, the real price rise 
of the last war did not get started 
until more than a year after the con- 
flict had begun. 

But with due allowance for all of 
the foregoing possibilities, it would 
seem only reasonable to relegate 
them to the background and to em- 
phasize conditions as they are and 
seem likely to continue rather than 
as they may be. Thus, it may 
legically be assumed that commodi- 
ties in general made top in Septem- 
ber and are not likely to penetrate 
that top by more than a few points 
in the immediate future or until the 
existing situation is radically altered. 
To attempt to project this forecast 
over more than a very limited period 
of time would be foolhardy; but for 
the next few months, at least, there is 
nothing in the evidence now at hand 
to suggest substantially higher com- 
modity prices. Nor, on the other 
hand, is there anything to indicate 
a sizable further decline. Most like- 
ly prospect is for fluctuation within 
a range of about 77 to 81 in terms 
of the Bureau of Labor Statistics’ 
all-commodity index. 

What of the implications of such 
a price pattern with respect to gen- 
eral business activity and profits? 
By and large, it should be more 
bullish than any other. Sharply 
declining commodity values, of 
course, are invariably conducive to 
business deterioration and inven- 
tory losses. Sharply rising values, if 
the trend persists for any length of 
time, are ultimately just as injurious 
for their inevitable sequels are un- 
wieldy inventories, cost-price mal- 
adjustments, consumer resistance to 
higher finished goods quotations and, 
when the price bulge has run its tem- 
porary course, business letdown and 
stagnation. Precisely this occurred 
in 1923-24 and, of course, there is no 
better example than that of 1937-38. 
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In point of fact, it matters little 
from the standpoint of industry or 
commerce whether prices are stable, 
or moving gradually upward or 
downward, so long as the movement 
is not over-rapid. The now happily 
abandoned political theory that 
sharply advancing commodity values 
are a prerequisite of prosperity finds 
ample refutation in economic his- 
tory. Some of our most prosperous 
periods, such as the late 80’s and 
early 90’s of the last century and the 
late 20’s of the present one, occurred 
in the face of stable to gently de- 
clining values. 





How's Business? 
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far toward placing many roads in 
a weakened financial position dur- 
ing the past decade. Surprisingly, 
however, these shipments still ac- 
count for 25% of total traffic just 
as they did in 1929, though the 
actual tonnage loaded dropped dur- 
ing this period better than 70%. 
Coal, ore and the other components 
cof this index vary slightly from 
year to year, but one of the basic 
causes of the much lower index for 
carloadings today as compared with 
1929 is attributable to the loss of 
traffic as a result of competition from 
other carriers. 

The high this year for automotive 
production is 92.5 for the week end- 
ing January 7th, which compares 
with the 1929 high of 143.4 reached 
in the week end of April 13th. The 
automotive index is particularly in- 
fluenced by seasonal periods, the 
Spring and Fall, with new models 
now introduced in the latter period, 
while in the late months of Winter 
and early Spring the public ordi- 
narily makes the bulk of its auto- 
mobile purchases. This is different 
from practices followed in 1929, and 
in fact is a fairly recent innovation. 
Formerly new models were intro- 
duced in January, so that the peak 
of the selling season came in the 
Spring. At present the peak is more 
apt to come in December and taper 
off into the Spring. This index is 
now 81.8 against a low for the year 
of 68.7 on February 25th. If sales 
are satisfactory, however, another 
pick-up may take place in March 
and April. Current practices have a 
tendency to level out the season so 


that concentrated production wi 
in a short period is less likely to, 
cur than was formerly the case, aj 
may be a partial explanation of} 
lower index today as compared w 
1929, though the number of @ 
sold is also important. In 1929 som 
5,621,715 trucks and passenger ¢q 
were sold, while the total for the ey 
rent annual period is unlikely toe 
ceed 3,000,000 units. 3 
Bank debits are, of course, sub 
stantially lower today than in 19 9¢ 
so that the index at present is § 
compared with 150.5 on Novenil e 
9, 1929. This index, based on th 
weekly statement of the Federal Re 
serve Bank, gives a key to borrow 
ings by commercial concerns apy 
their need of working capital. Wit 
many large companies obtaining thej 
capital requirements through iss 
ance of securities the need for bank 
borrowings has declined, which em 
plains, to a certain extent at least) 
the lower index today as compared 
with 1929. F 
In October, 1939, the index for cot 
ton cloth output stood at 118.8 co ' 
pared with 118.6 on June 1, 19% 
Since then it has receded slightly t 
116.8. Lumber shipments are sub 
stantially lower than in 1929 i 
these two indices stand respectively 
at 51.2 and 128.1. Money in cirei 
lation, on the other hand, is sub 
stantially higher today with the m 
dex figure at 139.5 on November 
25th compared with 109.0 on Decem= 
ber 21, 1929. Various theories ate 
held to account for this expansioll 
in currency, the most plausible being 
the substitution of government credit 
for private financing. Bituminol 
coal production is, however, lower 
than in 1929 with the index at 669 
and 94.9, respectively. : 
The composite of these nine i 
dices make-up the index of busines 
activity indicated in the accompany 
ing chart. On November 18, 1939) 
this index stood at 96.9 compared: 
with the 1929 high of 113.4. ime 
electric power and money in circult® 
tion indices are substantially highet 
than they were during the last perlo@ 
of prosperity, while cotton cloth pre 
duction is about the same. Sted 
output is high, though on a per cap 
ita basis it is lower than in 1929, al 
the other indices are considerably 
lower. The composite index for bust 
ness activity as a whole is thus # 
lustrative of the condition throug 
out the nation. 4 
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